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Many people raised their eye- 
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brows two years ago, when they 






heard that men who were great 






builders of dams, movers of 






mountains and builders of ships 






were about tocreate a completely 





new car. 







When it came from Willow Run, 






it startled the conservatives, and 






it delighted those who rejoiced in 






abundant roominess and _ solid 





riding comfort. It changed the 
























thinking of an industry. 


Now—in only two short years, 
these cars are proud possessions 
of a quarter million owners, who 
have driven them over two bil- 
lion miles on every kind of road. 
These cars have stood up to what 
their engineer-designers knew 
they would do. They have proved 
their dependability. In style, 
they are the most-copied cars in 


America. 


America fell in love with them on 
sight. And demand was so great 
that Kaiser-Frazer had to smash 
production records time after 
time. Cars are now being precision- g 
made faster than one every 45 


seconds! 


The new Kaiser for 1919 is more 
than a great achievement in engi- 
neering design. [tis a great car 
—road-proved, style-proved, 
value-proved. Kaiser-Frazer 
Corporation, Willow Run, Mich, 
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International Petroleum 
Company, Limited 


Notice to Shareholders and the 
Holders of Share Warrants 


Notice is hereby given that a semi-annual dividend of 
25 cents per share in Canadian Currency has been 
declared and that such dividend will be payable on 
or after November 19, 1948. 


The said dividend in respect of shares represented 
by any Bearer Share Warrant of the Company of the 
1929 issue will he paid nunon presentation and deliv- 
ery of Coupon No. 70 at: 


THE ROYAL BANK OF CANADA 
King and Church Streets Branch 
Toronto, Canada 


The said dividend in respect of shares represented 
by Registered Certificates of the 1929 issue will be 
paid by cheque mailed from the offices of the Company 
on November 18, 1948, to Shareholders of record at 
the close of business on October 22, 1948. 


Shareholders resident in the United States are 
advised that a credit for the 15% Canadian tax with- 
held at source or deducted upon payment of coupons 
is allowable against the tax shown on their United 
States Federal Income tax return. In order to claim 
such credit the United States tax authorities require 
evidence of the deduction of said tax, for which pur- 
pose Ownership Certificates (Form No. 601) must 
be completed in duplicate and the Bank cashing the 
coupons will endorse both copies with a certificate 
relative to the deduction and payment of the tax and 
return one Certificate to the shareholder. If Forms 
No. 601 are not available at local United States 
banks, they can be secured from the Company’s office 
or the Royal Bank of Canada, Toronto. 


Subject to Canadian regulations affecting enemy 
aliens, non-residents of Canada may convert this 
Canadian dollar dividend into United States cur- 
rency, or such other foreign currencies as are per- 
mitted by the general Regulations of the Canadian 
Foreign Exchange Control Board, at the official Can- 
adian Foreign Exchange Control rates prevailing on 
the date of presentation. Such conversion can be 
effected only through an Authorized Dealer, i.e., a 
Canadian branch of any Canadian Chartered bank. 
The agency of the Royal Bank of Canada, 68 Wil-- 
liam Street, New York City, is prepared to accept 
dividend cheques or coupons for collection through 
an Authorized Dealer and conversion into any per- 
mitted foreign currency, 


By order of the Board, 


Cc. H. MULLINGER, 
Secretary. 


434 University Avenue, Toronto 2, Canada 
30th April, 1948 
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The Board of Directors 
has declared a quarterly 
dividend of fifty cents 
(50¢) per share on the 
Common Stock, payable 
November 15, 1948, to 
stockholders of record at 
the close of business Octo- 
ber 29, 1948. 


EDWARD BARTSCH 
President 
September 29, 1948 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office * 55 WALL STREET + New York 





Condensed Statement of Condition as of September 30, 1948 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 








ASSETS 


Cash, Gold and Due from Banks............. 
United States Government Obligations (Direct 


$1,547,041,050 


or Fully Guaranteed).. re 1,584,583,351 
Obligations of Other F dicen Ainidins Peres neEe 20,569,603 
State and Municipal Securities. . 263,166,196 
Other Securities. 78,822,061 
Loans and Ditessuiite. eae 1,349,605,149 
Real Estate Loans sia Bonibities. Pee ren 2,731,430 
Customers’ Liability for Acceptances......... 21,217,081 
Stock in Federal Reserve Bank.............. 7,200,000 


Ownership of International Banking Corpora- 
tion. EA ee ee eee | SCCE ES gar red re 7,000,000 

















Bank Deintiies. EA 2 SR DONO reeset 27,843,118 
SERRE T MED is fecesrs nods Oates SSNS itaeecs 2,661.774 
eee ee 
LIABILITIES 
Deposits. . ... $4,567,484,131 
(Includes U. S. War Loan Deposit $45, 046, 431 ) 
Liability on Acceptances and Bills. . $35,172,348 
Less: Own Acceptances in Port- : 
folio. . pert sels ss cen vp Ol730479 24,432,869 
Items in Transit with: alates. 6,864,553 
Reserves for: 
Unearned Discount and Other Unearned 
Income. oe 5,757,388 
Interest, Diet ‘Other hanced Expenses, etc. 29,247,090 
EOE Fe PoC aS VR Ni ae ON a rt a 2,325,000 
BSAIENS 5c. sas Oise ode ed cack FaGOO0 O00 
PUNIOIIS oo. oot de ek cee wos es OZ ESOOO0 
Undivided Profits. 36, 5,329, 782 276,329,782 
CES Re ae ee 5 RETEST A ce se ASW ce $4,912,490,813 





Figures of Foreign Branches are as of September 25, 1948. 


$320,142,528 of United States Government Obligations and $737,230 of 
other assets are deposited to secure $216,951,291 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


(dn Dollars Only— Cents Omitted ) 
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The Trend of Events 


WEAK SPOT... The politically inspired rotating 
strikes that have crippled France in recent weeks 
tend to illuminate anew the weakest spot in the west- 
ern defense against Soviet Russia. Coinciding with 
current accusations of Russian conduct before the 
U. N. Security Council now meeting at Paris, these 
strikes have obviously been designed to serve political 
ends, to demonstrate to the West the power of the 
Kremlin’s greatest weapon —its communist fifth 
column. The threat of this weapon to success of the 
Marshall Plan must not be underestimated. 


French Premier Queuille bluntly called these 
strikes as bordering on insurrection; recognizing 
their real meaning, he lashed out against these at- 
tempts to embarrass the West and break down the 
Marshall Plan. Whether in view of: France’s con- 
fused political situation he can make good his threats 
of drastic strike curbs is another matter. The fact 
remains that already irreparable harm has been done 
to the French economy, and thereby to the European 
recovery efforts, by the loss of over 1.5 million tons 
of badly needed coal production with its inevitable 
cumulative repercussions on the country’s economic 
life. France, having barely escaped political chaos, is 
to be hurled into economic chaos—its economy to be 
wrecked at Moscow’s direction. As long as communist 
parties—active in Italy as well as France—can sabo- 
tage reconstruction at any time by strikes and civil 
turmoil, the ultimate success of the European recov- 
ery effort must remain far from assured, despite the 
gratifying progress so far made west of the Iron 
curtain. Comminform, we can be assured, will not 
give up easily. 


This weakness in the western line-up against 
Kremlin policies has other disturbing aspects. In the 


event of revival of military lend-lease as now pro- 
posed, what assurance have we against further sabo- 
tage, and worse yet, what assurance have we that 
military supplies given to France, in the event of 
war, will not be delivered to the Russians by the 
French communists undoubtedly pledged to the Rus- 
sian side? This poses a difficult and ticklish problem, 
doubtless fully realized by our political and military 
strategists. 


A realistic approach to the problem must necessar- 
ily include measures for the elimination of the in- 
ternal communist menace in France and other sim- 
ilarly threatened countries. Since direct intervention 
on our part is out of the question, all we can do is 
urge the adoption of policies in these countries that 
elsewhere have had the effect of undermining internal 
communist strength. For doubtless domestic policies 
in the past had as much to do with the growth of 
communist strength as direct aid from Russia. 


It all adds up to the absolute need of insistence on 
our part that countries receiving economic and mili- 
tary assistance from us must pledge themselves to 
carry out internal reforms and policies—often long 
overdue—that will dissipate popular support of com- 
munism—policies the adoption of which will lead not 
only to economic but political health as well. Unfor- 
tunately little has so far been done in this direction. 
The French governments have been too weak, or 
lacked courage, to proceed along lines that alone will 
in the long run assure the survival of French 
democracy. 


OVERHAULING THE GOVERNMENT... What may well 
prove to be the most exhaustive inquiry ever under- 
taken into the workings of the Federal Bureaucracy 





BUSINESS, FINANCIAL and INVESTMENT COUNSELORS 





1907—“‘Over Forty Years of Service”—1948 








OCTOBER 23, 1948 











has been progressing quietly for over a yeur and is 
now heading towards its final phase. A full report 
will be made to the next Congress in January. 


The work is done by the so-called Hoover Com- 
mission, and while details of proposed recommenda- 
tions are not officially available, information from 
well-informed sources suggest that far-reaching re- 
forms may be proposed. These will particularly affect 
the Government’s financial agencies, including en- 
hancement of the powers of the Federal Reserve 
Board with the ultimate aim of making the Federal 
Reserve System a full-fledged central bank, con- 
trolled by the Federal Government, by placing the 
Federal Reserve Board under the Treasury. 


Doubtless any such proposal, if it actually should 
be placed before Congress, would meet with consid- 
erable opposition in banking quarters as well as in 
certain Government circles. Bankers particularly 
would be inclined to view it merely as a first step 
toward Federal supervision of all banks, whether or 
not they are members of the Federal Reserve Sys- 
tem, since it is reportedly proposed that bank exam- 
inations would be entirely taken over by the Federal ° 
Reserve Board and that the Board’s power over 
money and credit would be considerably expanded. 


Other financial agencies would also be affected by 
reform proposals now crystallizing and soon to be 
reported to Congress. One cannot help thinking that 
if these advance reports are correct, what would be 
intended would be a very incisive shift of financial 
power difficult to imagine under a Republican ad- 
ministration, should we actually get one as everyone 
seems to expect. Whether such a shift is either neces- 
sary, or would be useful, depends perhaps largely on 
the details, on the proposed manner of functioning 
of the Reserve Board under its suggested new powers, 
but in no small measure also on the general Adminis- 
tration approach to the country’s financial and credit 
problems, on its entire economic philosophy. 


We know how the present administration stands 
in most of these matters, but we do not know the 
exact attitude of any future Republican administra- 
tion. For the time being, therefore, the ideas reputedly 
worked out by the Hoover Commission can do no more 
than show the direction of its thinking. What ulti- 
mately will be done is largely to be determined by 
those who will guide the nation’s destiny next Janu- 
ary. The Hoover Commission report will of course 
concern itself with numerous other and no less vital 
aspects of Government. It should make an interest- 
ing document. 


A SOUND MOVE... There is talk that Mr. Dewey, if 
elected, will come out strongly in favor of elimination 
of ‘double taxation,” that is the taxation of corporate 
earnings first as corporate income and later as divi- 
dend income of stockholders. If true this would be 
an eminently sound move, of greatest importance to 
business and stockholders in more than one way. 


This column has frequently pointed out the gross 
inequities inherent in double taxation and the role 
it has played in hindering the free flow of capital 
into constructive enterprise. Something should cer- 
tainly be done about it, if business is to get the equity 
capital it urgently needs for expansion and financial 
stability. 


‘Doubtless any change in the tax law that will re- 
duce or eliminate taxes on dividend income would be 
a favorable development for corporate stockholders, 
and therefore a highly favorable stockmarket factor. 
It should go far towards reviving investor interest 
in common stocks, at present restricted by the joint 
impact of double taxation, high income tax rates and 
the capital gains tax. The stockholder, the purveyor 
of risk capital, would at least get the chance he de- 
serves by less onerous taxation of the fruits of his 
risk taking. 

However this column believes that the effects and 
rewards of elimination of double taxation would 
greatly transcend the purely financial or material. 
By broadening common stock ownership, it will help 
create a “people’s capitalism” that will not only 
greatly aid the channelling of public savings into 
constructive enterprise and thereby contribute to the 
further growth and financial health of our economy 
and our country. It will also create a bulwark against 
radicalism of every stripe, and particularly against 
communism, that will stand us in good stead in our 
fight against the forces that today are attacking 
democracy and free enterprise. 


Elimination of double taxation—and also of the 
capital gains tax—is long overdue and it would not 
surprise us if an enlightened administration would 
at last take such a step without delay. For one, it 
will be an eminently constructive step, as outlined in 
the foregoing. Secondly, we can well afford it from 
a revenue standpoint; any resultant revenue loss (and 
it won’t break the Treasury) will probably be more 
than made up in other directions. 


OVERTIME ON OVERTIME. . . Emergency action on 

the “double overtime” problem ranks high on the 

priority list for action during the first session of the 

next Congress, in view of the Supreme Court’s recent 

— to re-examine its decision handed down last 
une. 


Managements across the country are preparing a 
new drive to place before the law-makers exhaustive 
evidence of the real scope of this ruling which has 
two emergency aspects. 


One is that it threatens to upset long established 
collective bargaining relationships throughout in- 
dustry. The result may be numerous strikes as unions 
attempt to preserve premium pay and shift differen- 
tials which managements no longer can afford, if the 
Court’s formula is upheld. 

The other is an enormous back-wage liability un- 
foreseen under the Wage-Hour Law and created 
virtually out of nothing by the new construction 
placed on that law. To estimate this liability is diffi- 
cult, since hundreds of new suits are likely to be 
filed by labor unions in coming weeks. But some place 
it as high as $2 billion. 

Republican leaders have committed themselves to 
the support of clarifying amendments and industry 
spokesmen are confident that a Dewey administra- 
tion will likewise support them. The sooner the prob- 
lem is out of the way, the better. Any delay such as 
threatened by a legislative logjam or a desire to wait 
for a thorough revision of the Fair Labor Standards 
Act would only court a real collective bargaining 
crisis that is hardly in the interest of the country. 
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BY CHARLES BENEDICT 


THE FOREIGN SITUATION 


-§. order to do any practical planning for 
the period ahead, we have had to consider two basic 
factors — the politics in our own country and the 
threat of war abroad. 

The clarification of these important elements is 
now in process. We will soon know where we stand 
as far as the election is concerned. And, as a result 
of the current inter- 
changes between the 
powers, we are today 
closer to an under- 
standing of the trend 
in foreign affairs 
than we have been 
since the end of 
World War II. 

The progress be- 
gan a few months 
ago when we took the 
bull by the horns in 
dealing with Russia. 
I doubt whether 
Stalin now counts on 
the appeasement he 
was accustomed to, 
despite the Truman- 
Vinson episode. And 
for our part, we have 
learned better how to 
checkmate and ig- 
nore Russia’s brazen 
maneuvers and dom- 
ineering behaviour. 

Nor are our leaders any longer demoralized by 
the technique of abuse employed by Russian spokes- 
men. It gradually lost its force by continued repeti- 
tion ,so that we can face the barrage of words with 
equanimity now that we know it is deliberately de- 
signed to terrify and disorganize Russia’s oppo- 
nents in much the same way as primitive people 
paint their faces and put on grotesque masks to 
unnerve their enemies in battle. 

It is now clear that Russia cannot and does not 
intend to engage in a shooting war, mainly because 
she lacks the advantage of the atom bomb. For 
despite hints to the contrary, Russian demands that 
we destroy our stockpile of A-bombs speak volumes 
for the truth that the U.S.S.R. is not yet in a posi- 
tion to produce this devastating weapon. 

There are two other good reasons for Stalin’s 
unwillingness to risk a war now; one, that the time 
is not yet propitious, and the other because the 
U.S.S.R. has not yet consolidated her position in 
the captive countries. In the face of this weakness, 
only the possession of the atom bomb would give 
the Kremlin courage to throw World War III into 
high gear. 

We can expect, therefore, that Russia will con- 
tinue to play for time — time to disorganize and 
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“The Daily News Chronicle’ in London 


disrupt the plans of the western powers while 
entrenching herself in strategic areas all over the 
world. Unless the western powers decide to stop her 
now, or develop a leadership able to cope with Rus- 
sian misrepresentations and slanderous propaganda, 
we can expect the machinations of her fifth columns 
to engineer a long period of continuous disturbances, 
with war breaking 
out intermittently in 
various parts of the 
world. 

Under these cir- 
cumstances, only if 
we permit Russia to 
firmly establish her 
rule in these vital 
sections can the worst 
happen — and we 
must devise plans to 
enable us to do so 
without scattering 
our energies and our 
substance. For, should 
Russia at the same 
time come into pos- 
session of the atom 
bomb, she would be 
in a position to 
threaten our very ex- 
istence. 

It is clear that the 
hour has struck for 
serious action as far as the United States is con- 
cerned. We must build up our strength so that we 
can successfully combat and win this struggle in 
which we are now engaged. 

If in the meantime we not only succeed in stop- 
ping Russia but in pushing her back to her own 
borders, we are likely to upset Russia’s calculations 
to such a degree as to prevent the acceleration of 
the most devastating war of all times a knock- 
out drag-out fight that would last for years. 

While this test of power is going on, many things 
may happen to change the picture in our favor. The 
death of Stalin is bound to bring a struggle for 
power in the Russian oligarchy and even revolution. 
The serious set-backs we administer to Russian 
plans may also bring deleterious psychological ef- 
fects. However, we cannot live on hope — nor can 
we delay too long — for to do so would give Russia 
formidable advantages that we could not wipe out 
without great loss of blood and treasure. Nor should 
we refrain from using any means at our disposal 





‘to stop Russia or hesitate because of taunts from 


the Kremlin and its satellites. This is a life and 
death struggle and we must act accordingly. 

We can change the course of events set in mo- 
tion by Russia if we face the situation today with 
common sense and courage (Please turn to page 104) 
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How Close To A Turn? 


The market has rallied fairly well on generally light volume over the last fortnight. Sentiment 


on 1949 business potentials seems somewhat more hopeful. Given a further waning of war 
fears, the basis for additional recovery in stock prices would be strengthened. Pending some- 
what clearer indications in this respect, and in view of the possibility of technical sell-offs 


ee our last previous analysis we noted that 
the downtrend from the summer recovery highs 
showed some signs of losing momentum; that the 
late September lows in the daily averages were only 
moderately under those reached on war-scare selling 
as far back as July 19; and that, barring unsettling 
news, a rally was quite possible as a normal revul- 
sion from a temporary excess of gloom. The turn 
for the better thus allowed for has eventuated, as 
you no doubt know. 

Substantial net gains were recorded during the 
past fortnight, especially in the industrial section 
of the list. By the end of last week the Dow-Jones 
industrial average had made up a little over half of 
the entire 17-point decline from:the June high to 
the September 27 low. Standing 8.23 points under 
the June high and 19.54 points above the low of 
last March, the average has worked back within 
roughly the upper one-third of the year’s trading 


following the latest recovery, our policy for the time being remains unchanged. 


By A. T. 


MILLER 


range to date. At its recent level the rail average 
had recovered about 45% of the total preceding 
decline, but it was under some slight pressure from 
profit-taking toward the week-end. The market’s 
general appearance was one of firmness up to our 
closing press time Monday of this week. 


Technical Position Probably Sound 


The rally has been a gradual, orderly affair on 
generally modest volume, with transactions reach- 
ing as much as the 1,000,000-share level in only one 
session so far. It is due to the abatement of selling 
pressure (see chart on this page), combined with a 
slight improvement in demand. There is nothing to 
suggest that the move has importantly weakened the 
technical position. In this view, it would probably 
take some kind of disturbing news, especially from 
Europe, to unsettle the market. Otherwise, no more 

than small technical corrections are 
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likely for the near future. On the other 
hand, it would take a considerable 
broadening of buying interest to ex- 
tend the rally into a test of the sum- 
mer highs, for a rise would have to 
“eat its way” through a substantial 
supply of stocks for sale within the 
general vicinity of the old highs. 

We do not know how this market 
might shape up on a chart drawn at 
some distant time. Possibly the ups 
and downs of 1948 — and of 1947 — 
may eventually be recorded as phases 
within some broad, but highly irregu- 
lar, trend not now recognizable. For 
all practical purposes, however, we 
doubt that it is a bear market or a 
bull market in the usually accepted 
sense; and we doubt that it is likely 
to become either within the foresee- 
able future, barring war. As we have 
said before, war — which we continue 
to think is unlikely — would put stock 
prices sharply lower, probably under 
all previous lows heretofore seen since 
the 1946 break in prices. As for the 
upside potentiality, suffice it to say 
that for well over two years it has not 
been possible to maintain any period 
of market confidence for more than a 
very few months at best. Whether this 
can change, and when, is anybody’s 
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guess at this time. 

At least a hypothetical 
basis for a real resurgence 
of confidence could be im- 
agined. Probably it would 
require (1) a positive faith 
in peace and evidence sug- 
gestive of a tolerable settle- 
ment in Europe, foreshad- 
owing the withdrawal of 
all occupying armies; (2) a 
general belief not only that 
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will be avoided in 1949 but 
that we have ahead of us 
an indefinitely long period 
of generally good corporate 
earnings and_ dividends; 
and (3) something like the 
traditional optimism which 
a majority of investors 
have felt under capable Re- 
publican Administrations, 
combined with tangible 
hopes of stimulative tax 
revision such, for example, 
as relief from the double 
taxation of distributed cor- 
porate earnings. 

Of course, hypothetical 
is exactly the right word 
for all of this. No doubt 
there will be a basic settle- 
ment in Europe some day, 
and it is hard to think that 
it will not be nearer a year 
hence than it is now; but 
certainly it is not presently 
in sight. As for business, 
there were cautious doubts 
about 1947, then about 
1948, then, more recently, 
about 1949—with the mat- 
ter of whether a Republi- 
can or a Democrat sat in 
the White House not influ- 
ential. The chances would seem to be that after a 
partial revival of confidence in 1949 business — and 
this is apparently now under way — it will be only 
a matter of time before caution about the future, 
perhaps about the later months of 1949 or about 
1950, will again assert itself. Not since 1928-1929 — 
when they were badly wrong, of course — have any 
considerable number of investors and speculators 
been willing to assume that continuing prosperity is 
the norma] thing in this country. They now take it 
as fortuitous and largely dependent on Government 
supports of one kind or another — which it is, in 
important degree. 
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Economic Prospects 


As regards the political shift, we can count on a 
more sympathetic attitude toward enterprise, but 
not much more than that. The difference will be on 
emphasis and shadings, but not on basic measures. 
The clock will not be turned back. And for probably 
a long time to come the leeway for tax revision, 
if any, will be pretty small. 

Turning to the immediate scene, the strong spots 
in the economy continue to outweigh the soft ones 
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— with the result that industrial production and 
employment are holding around peak levels. Total 
personal income has recently risen to a new all-time 
peak, although purchasing power (real income) has 
been insignificantly changed for many months. The 
early autumn retail trade has made a generally good 
showing. The cost of living and the broad average 
of commodity prices appear to be leveling out. Cor- 
porate earnings remain at about the peak quarterly 
level reached in the last three months of 1947, but 
for 1948 as a whole will set another new high. The 
over-all trend of dividends is still gradually upward. 

Sentiment seems to be shifting to the view that 
there is probably only a moderate shrinkage ahead 
in business spending for inventories and for new 
plant and equipment; and that this will be roughly 
offset by increased governmental spending, espe- 
cially Federal spending for armaments. It is tenta- 
tively believed, or hoped, that the latter will not 
require reimposition of controls or higher taxes. If 
this view is correct—we think it is too early to have 
a dogmatic opinion about it — 1949 business, 
whether or not quite equal to 1948, will be better 
than present stock prices allow for; and so will 
earnings and dividends. (Please turn to page 102) 
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By E. A. KRAUSS 


‘A the process of achieving demand-supply 
balance with consequent disappearance of sellers’ 
markets and reappearance of competitive conditions, 
industry after industry is forced to come to grips 
with high break-even points, and in most cases this 
is posing quite a dilemma. Prices, costs and break- 
even points are moving into first place on the list 
of urgent problems of many corporations, large and 
small, and there have been numerous discussions on 
an industry level in an effort to grapple effectively 
with the problem involved. 

In some cases it has boiled down to a double- 
pronged dilemma—whether to cut production or to 
cut prices. Unfortunately there has been altogether 
too much talk, and some action, to reduce output 
with a view to maintain current high prices or 
even raise them still further where climbing costs 
appeared to necessitate such a move. Obviously busi- 
ness is baffled over how to pare costs when wages 
and materials prices keep mounting in the face of 
a levelling or decline in sales volume. Strangely 
enough, one hears very little about increasing pro- 
duction and lowering prices despite the fact that 
sales gains in many cases are vital to maintain 
profitable operations. 

Admittedly, price resistance, dropping volume and 
a rigid cost structure create a difficult problem. It 
is no longer easy to pass on higher costs to the 
consumer. The only practical answer will be to trim 
costs—not production—to meet keener competition 
and overcome the public’s reluctance to buy at any 
price. Inventories are high and still growing, and 
they were acquired or produced at exceptionally high 
cost. They present a real problem in maintenance 
of profits, once prices feel the shift from scarcity to 
plenty. 

But to resort to a policy of artificial scarcity is a 
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dangerous and fallacious course; 
one that is bound to create new 
troubles and ultimately lead into 
wholly unnecessary depression. Costs 
may seem rigid but on realistic ex- 
amination may be found far less so 
than imagined. Break-even points 
don’t stand still, and many a cost 
structure holds a lot of water” that 
can and should be squeezed out. A 
depression would do it quickly and 
effectively, but there is no reason 
why costs should not be pared in 
advance of trouble instead of in re- 
sponse to trouble. 

It is foolhardy to be resigned to 
high costs without really trying to 
do something about it. Management 
today is challenged as never before 
to increase production and sell at 
lowest possible prices. Any return 
to a deliberate economy of scarcity 
will not only be a step backwards 
but a step towards ultimate eco- 
nomic deterioration that is difficult 
to justify. 

It has often been stated that be- 
cause break-even points are high, in- 
dustry must maintain a higher level 
of minimum production than in pre- 
war, that it must have larger mark- 
ets or else face losses or failure. 
This is true enough. But it is also 
clear that larger markets can only 
be had at lower prices. In the final 
analysis, break-even points do not determine prices. 
In our free enterprise economy, competition does— 
arising from the law of supply and demand. Efforts 
to tamper with this precess by cutting production in 
order to reduce competition and maintain high 
prices will be tantamount, in the long run, to under- 
mining the free enterprise system. 

There are other and better ways to deal with the 
problem, but time is running short. If the adjust- 
ment process now under way continues without in- 
terference by the stepped-up defense program, the 
economic picture could change radically in the year 
ahead unless the problem is tackled in a practical, 
efficient and realistic manner. Else we could witness 
violent changes in output brought about by lack 
of organization, lack of cost understanding and 
proper cost paring, and other omissions, with highly 
unsettling effects. 








Boom Psychology impedes Timely Action 


These clouds on the business horizon exist, and 
we would be less than realistic if we failed to recog- 
nize them. Prosperity today depends on the continu- 
ing exchange of goods and services at a high level, 
and where distorted price relationships impede such 
exchange, prosperity is bound to suffer. To avoid 
this, adjustment is essential. Yet boom psychology, 
it seems, is still too strong for vigorous action in 
many cases, though others see the handwriting on 
the wall. Hence some companies are busily engaged 
in cost cutting through various means. Others pre- 
fer to throttle production, and the habit seems to be 
spreading. There are quite an array of examples. 

Take for instance cotton textiles—the well-known 
tug-of-war between manufacturers and retailers, 
with the latter demanding lower prices to overcome 
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consumer resistance, and manufacturers 
preferring to cut production rather than 
prices. Numerous cotton mills cut their 160 
work week and some closed down entirely. 
Yet prices in the end began to slip and may 
still go lower. Price-conscious buyers keep 
tugging away for lower quotations while 
high-cost conscious manufacturers are 
struggling to hold the slipping price line, 
if necessary to the extent of closing down 
mills. True, the industry faces serious cost me 
problems aggravated by recent “fourth 
round” wage increases. The question is 
whether potentials for cost paring have 80 
been exhausted, whether profit margins— 
formerly abnormally high—will support 
further price reductions. At last report, 60 
the industry seemed to have turned the i 
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corner. While the years of lush profits are 9 





behind, price adjustments have created an 
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element of stability that should permit 
smoother operations. 


Other Examples 


Or take certain electric appliances where we wit- 
ness the paradox of lowered production and rising 
prices, where dealers offer discounts to bolster sales 
while manufacturers increase their sale prices. With 
deferred demand whittled down and consumer re- 
sistance up, dealers are caught in a deadly squeeze 
as markets shrink. Their salvation would be lower, 
not higher prices; yet lower prices at the manufac- 
turing level somehow are not in sight. 

There is an acute nation-wide shortage of cement 
that is likely to continue through next year, and 
according to trade sources it may be five years 
before supply and demand is fully in balance. In 
spite of this prospect, expansion of cement output 
seems to be blocked—reportedly by high costs, diffi- 
culty of getting materials and the recent Supreme 
Court decision outlawing the basing point pricing 
system which makes it difficult for companies to 
decide on the location for new plants. All of which 
is not conducive to lowering high building costs 
and may in the end help kill the building boom. The 
question arises whether capacity expan- 


marginal facilities brought into production during 
the war. Thus paper prices have not come down; 
output curtailment is effectively maintaining high 
price levels, contributing to, and perpetuating, the 
high cost of doing business of paper consumers. The 
reason most commonly given for this action is the 
high cost of pulp, high break-even points and slack- 
ening business; the latter, to be sure, could quickly 
be cured by lower prices, and it is difficult to see 
how break-even point problems can be solved by cur- 
tailing output. Expanding rather than reducing pro- 
duction would seem to be the answer. 


Curtailment of Trade Credit 


At the same time, in the paper industry, there 
have been strange efforts of manufacturers to do 
business virtually on a cash basis by withholding 
the usual trade terms from customers. The way this 
sometimes works out, it is practically forcing con- 
sumers to help manufacturers carry their inven- 
tories, a far cry from the former business practices. 
Coupled with high prices, this is hardly apt to make 
for higher sales volume; nor can it, by keeping sales 





sion, in the face of heavy and sustained 
demand prospects, is really as difficult 
as it is made to appear, whether a 240 
greatly expanded market even at lower 
selling prices is not preferable to pres- 
ent scarcity conditions—at high prices. | **° 


The Paper Industry 200 


Or take the paper industry, booming 
since the early days of the war. Apart 180 
from newsprint, supplies of most grades 
are now meeting market needs but 
prices continue quite high. According to 
a Department of Commerce report, 
paper mills lately have reduced produc- 140 
tion rather than attempt to cut prices 
in order to obtain a larger volume of 
business as was customary in prewar 120 
years. Despite revived competion, mills 
have seen fit to reduce production time 
with some cutting their work week back 100 
from six days to five or four days. 
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Others have shut down high-cost, sub- 
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down, cure high break-even points. 

There have been output reductions or contem- 
plated cuts in other fields, such as footwear and 
automobile tires, certain equipment and metal lines, 
following the return to competitive conditions. In 
the case of tires it was largely to align former 
record output with more normal demand conditions. 
In the case of shoes, it was due to the combined 
impact of consumer resistance and high hide prices. 
Yet in either case, no one can say that market 
potentials have been fully exhausted; more likely 
they could be considerably widened at lower price 
levels. 


Need of Search for Lower Costs 


In citing these examples, the writer is not ignor- 
ing or minimizing the very real cost problems which 
are facing the industries mentioned, and many 
others as well. Rather he is questioning whether 
everything has been done to bring costs down, for 
there is little doubt that in most instances only 
lower prices are needed to revive flagging markets. 
And in many industries and individual concerns, 
the search for lower costs has not yet been pressed 
hard enough. 

A good many instances exist where profit margins 
could well support price reductions, where the policy 
is to ‘“‘make hay while the sun shines,” where there 
is too little realization that any industry that at- 
tempts to maintain high profit margins renders it- 
self extremely vulnerable and runs the risk of pric- 
ing itself out of the market as business is heading 
for keener competition. Cutting production, in the 
long run, is no more a way out than shutting down 
the plant, once the demand curve begins to drop. 
Much better to cut costs to maintain a high level 
of demand! 

How, many a business man may ask, can I cut 
costs, with materials and wages at present levels, 
tending up rather than down? This of course is at 
the bottom of the trouble, but high costs may result 
from a variety of causes including policies and 
habits that tend to swell costs unnecessarily. With 
skill and determination, almost any company can cut 
costs considerably even today, through moderniza- 
tion of the manufacturing process, through proper 
buying habits, through more efficient materials 
a through greater and better distribution 
efforts. 


Higher Productivity a ‘‘Must’’ 


In the last analysis, better balance among prices, 
costs and incomes, and thereby maintenance of pros- 
perity can only be solved by higher productivity. 
To bring this about, management must meet its 
responsibility by improving methods and processes, 
and by so planning operations as to eliminate waste. 
Labor must meet its responsibility by making full 
and productive use of the tools that management 
provides. Efforts along these lines can go far 
towards lowering costs, permitting lower sale prices. 
An increased rate of production by industry and 
labor is the only way to maintain high-level pros- 
perity, to enable us to support our world and 
domestic obligations while maintaining or improv- 
ing our standard of living. Greater labor productiv- 
ity is an important point, and such productivity has 
not kept up with the long term annual rate of gain 
of about 3%. In some cases there have been actual 
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decreases. To achieve stabilization of prices at levels 
required for a balanced economy, there must be a 
return on the part of labor of willingness to do a 
fair day’s work, and management must come 
through with substantial technological improve- 
ments. The time to work in this direction is now, 
not after we have been sliding off into recession or 
depression. 

One easy way of cost-cutting is to install new and 
more efficient plant and equipment, and industry 
has been going in for that in a big way, but more 
will have to be done. Technological improvements 
must come fast in the years ahead if mass markets 
are to be maintained. Those who work in this direc- 
tion will ultimately find that it pays high competi- 
tive dividends. It is a point that deserves consider- 
able investor attention. 

Assuredly there is no reason to anticipate any- 
thing like a return to prewar prices, but re-exam- 
ination of cost and price factors is one of the 
cardinal “musts” for the year ahead. Elimination of 
some of the “‘water’’in costs, and aggressive steps 
towards lowering production costs, will do much to 
bolster and prolong consumer demand. Hence far- 
sighted companies are feverishly working in this 
direction, by perfecting production processes, by re- 
designing products to allow lower labor costs, to 
use fewer hours of labor in each piece of work. 
Others re-examine their swollen payrolls, cut down 
on prolific management spending, reform their 
wasteful buying habits, and veer away from frills 
and the wartime custom of trying to produce at 
any cost. Much of this depends on the caliber of 
management. In many a war-boomed business, man- 
agement came up fast in an environment of general 
neglect of cost factors and easy profits. To hold 
their own, they will have to become far more cost- 
conscious, lest they price their concerns out of the 
market. 


Pressure Towards Lower Price to Continue 


With economic readjustment under way, pressure 
towards lower prices will continue inexorably. Busi- 
nessmen should not be lulled by high figures of 
national income, since there are offsetting factors 
that will call for a mighty selling effort to find cus- 
tomers for tomorrow’s goods and services. Future 
emphasis will be on distribution as much as on pro- 
duction, and continued distribution of high volume 
output will require better price balance than exists 
at present. 

Hence the fallacy of attempting to hold prices 
high by curtailing, or not expanding production, 
under revived competitive conditions, the short- 
sightedness of trying to make prices fit today’s 
break-even points instead of attacking high break- 
even points to permit lower prices. Artificial scarcity 
can never maintain or prolong prosperity but will 
show constantly diminishing returns. Ultimately it 
will lead to a drop in volume which, in view of high 
break-even points, is bound to play havoc with 
established profit ideas. Current high profits could 
shrink quickly, and so would dividends for stock- 
holders. 

The past has proved that lowest possible selling 
prices are a far better guarantee for prosperity and 
economic security. Take our experience during the 
1920s when steadily expanding business and pros- 
perity was accompanied, or rather made possible, 
by a persistent downtrend (Please turn to page 100) 
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In an increasing num- 
ber of industries, sup- 
ply is catching up 
with demand, making 
for return of normal 
competitive conditions 





By H. M. TREMAINE 


_ Aas dollar sales—and profits—for 
American industry generally probably will show 
another gain for all of 1948 compared with 1947, 
numerous crosscurrents in the industrial picture 
are becoming evident. 

Already in a growing list of industries supply 
has caught up with demand, and competitive condi- 
tions are squeezing profit margins and forcing some 
units to curtail production. 

Products where supply is now reasonably ade- 
quate or in excess of demand include: glass con- 
tainers, certain cotton textile lines, small electric 
appliances, food freezers, hosiery, liquor, motion 
pictures, certain office equipment lines, paper, 
phonograph records, some types of plastics, radios 


-(A.M. sets), tires and tubes, refrigerators, shoes, 


soft drinks, stoves, sugar, machines and hand tools, 
heavy trucks, woolen textiles. 

Still another group could comprise products where 
supply is close to a balance with demand. This 
group would include: replacement parts for auto- 
mobiles, beer, building materials, many chemicals, 
coal, floor coverings, home heating equipment, news- 
print, oil, paint, certain steel lines (stainless, tool, 
alloy steels, heavy plates), trailers and light trucks. 

A third group of industries still have large order 
backlogs in reflection of a continued tight supply 
situation. These lines include; aircraft, automobiles, 
auto parts (as original equipment), tin containers, 
heavy electrical equipment, certain types of machin- 
ery (such as farm, mining, road-building), non- 
ferrous metals, natural gas, oil equipment, railroad 
equipment, rayon, some steel products (sheets, 
strip, pipe, tubes, tin plate, structurals) and tele- 
vision sets. 

The postwar period of shortages, which has lasted 
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for over three years now, was due to diversion of 
productive efforts in the war to making products 
for military use, and the accumulation of deferred 
demands for products for peacetime use. In the 
postwar period American industry has spent bil- 
lions of dollars in belated modernization or replace- 
ment of productive facilities. In addition, many in- 
dustries have been expanding their plants, increas- 
ing productive capacity sharply in certain lines. 

The need for industrial products for European 
relief and recovery, resumed expenditures for re- 
armament, and inflationary forces that have been 
evident in the economy, have contributed to an ex- 
ceptionally high level of industrial production, and 
delayed return of supply-demand balances. 

As an instance of the effect of rearmament on a 
single industry, aircraft production, which had been 
in a strong downtrend following the end of the war, 
is now recovering and the industry has again sub- 
stantial order backlogs. Similarly, there is a new 
demand for certain textile lines and numerous other 
supplies as a result of the military draft law. In- 
crease in European relief and recovery expenditures 
also will bolster many lines of products. 


Classification Must Be Flexible 


Thus, anv grouping of industries in terms of 
present or future supply-demand position must be 
viewed as flexible, and subject to change because 
of possible special developments. 

Adverse international developments, for instance, 
that would result in stepped-up military expendi- 
tures would have an immediate effect on many in- 
dustries, including secondary suppliers. Addition- 
ally, inflationary “shots-in-the-arm” have developed 
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from government policy decisions in recent years, 
and policy changes, in one direction or another, can 
develop at any time. Among other political aspects 
to be considered is the possibility that a Republican 
election victory and resultant encouragement for 
venture capital, including possible tax revision, 
could be a potent stimulant in the economy. 


Varying Impact Among Companies 


From the standpoint of the investor, it is impor- 
tant to recognize that the effect of new industry 
trends on individual units in such industries can 
vary widely. In a period of shortages, buyers often 
are willing to pay premium prices, and this brings 
into production inefficient and high-cost units that 
under normal competitive conditions might not be 
a factor. Return to a supply-demand balance can 
eliminate the price premiums paid to high-cost 
mills, and curtail or close down such units, but 
without necessarily affecting adversely other units 
in the industry. 

To illustrate, in the paper industry the post-war 
demand for wrapping papers resulted in the prod- 
uct being - marketed by some units at premium 
prices. New interests entered the field, others ex- 
panded production facilities. Wrapping paper was 
being sold at twice the price asked by large estab- 
lished producers, such as International Paper Co. In 
cases where pulp had to be bought at a price 
higher than the “official” price for the finished 
wrapping paper, premium prices had to be asked 
to enable some units to produce. 

Recently, available supply caught up to, and 
passed, demand for the product, the result of the 
steady expansion of productive capacity in the in- 
dustry, topped by the completion of the new mill 
of Hudson Pulp & Paper Co. in Florida. Price pre- 
miums were slashed, but companies that had been 
selling at the “official” price continue to find a 
demand for all the wrapping paper they can produce. 

Another instance can be found in the coal indus- 
try. Coal demand, and production, this year have 
been at around record levels. Prices have been 





geared not only to increased wage rates, but to 
permit small “marginal” minzs to operate. Some 
large companies were able tu increase their profits 
substantially, but have been using the bulk of ex- 
panded profits for heavy outlays for machinery, in 
mechanization of their operations, rather than in- 


‘- creasing dividends. 


Supply-demand balance by now has been pretty 
well achieved and in 1949, a decline in demand, and 
production, of coal seems likely, in part due to the 
swing of the railroads to Diesel motive power, and 
a drop in demand may well result in lower coal 
prices. Some high-cost mines, in such event, could 
be shut down, but mechanized mines could continue 
to operate, with savings resulting from new machin- 
ery installations tending to offset adverse affect on 
profit margins from any lowering of prices. 

Such examples indicate how widely varying can 
be the effect of a production decline in an industry 
on individual units, and emphasize the importance 
of careful discrimination by investors. Return to 
competitive conditions in an industry can result in 
individual stocks being “‘over-sold” temporarily, pro- 
viding an opportunity for the alert and informed 
investor to pick up “bargains.” 


Progressive Return to Demand-Supply Balance 


Among the industries in the “over-the-hump” 
group, listed earlier in this article, also, there are 
wide variations. Some industries reached peak sales 
a year or more ago, and in certain instances read- 
justments have already taken place that make for 
brighter prospects than in the immediate past. In 
other industries, such as textiles and paper, pro- 
duction curtailments have been a comparatively 
recent development. 

The motion picture industry ran into difficulties 
more than a year ago. The bulk of the cost of a 
motion picture is written off in the first year after 
its release, and early last year the movie industry 
was about to release pictures produced at excessively 
high costs, at a time when domestic theater attend- 
¢nce was dwindling, and stability of the foreign 
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market was threatened. A studio economy wave was 
started, and has been carried on and extended since 
then. Thus, although earnings this past year have 
been relatively low and the industry is still faced 
with serious problems in its foreign markets and 
with necessity of reducing its theatre holdings to 
conform with court rulings, write-offs from earn- 
ings on lower-cost pictures soon to be released will 
bulk considerably less than over the past year. 


Radios and Liquors 


Radio production also has been declining for 
some time, but leading manufacturers are now 
bringing out television sets that have met with a 
tremendous demand. Some in the industry predict 
that if general business conditions continue favor- 
able, order backlogs for television sets will not be 
filled before 1951. 

In the same “declining trend” group, the situa- 
tions of the liquor and office equipment industries 
show a contrast. Whisky production, for instance, 
has dropped some 40 per cent. On the other hand, 
office equipment companies still have order backlogs 
for such lines as billing and accounting machines 
but keen competition has returned in typewriters. 
Even there, however, one company continues to allot 
deliveries of its new portables. 

In certain industries, longer term prospects con- 
tinue dubious, but recent favorable developments 
have temporarily brought some recovery in sales— 
and profits. The glass container industry some time 
ago started to lose ground to competitive metal con- 
tainers as the prewar trend away from glass re- 
turned, once container shortages had eased. Govern- 
ment restrictions placed this year on the use of tin 
for metal containers has resulted in improved de- 
mand for glass containers, and permitted an up- 
ward adjustment in prices and bettered profit 
margins. 

Similarly, the Cuban sugar industry was faced 
this year with a substantial carryover and increas- 
ing competition. Sugar deficits in such producing 
areas as the Philippines, Hawaii and on the main- 
land, however, with an upward revision in United 
States purchases plus Army purchases, have bet- 
tered the position of the Cuban industry this vear, 
though present high costs and prospects of rising 
world sugar production are unfavorable for the 
longer term. 

Halt in Diversification 

Among the effects of a return to supply-demand 

balances in a greater number of industries may be 
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the arrest of a recent strong trend toward wider 
diversification of production activities by many com- 
panies. A number of organizations, long-established 
in certain lines of production, have been venturing 
into outside fields, partly to get profits on lines 
where shortages and premium prices have existed, 
and partly in the hope of avoiding fluctuations in 
profits that often has resulted from too narrow 
“specialization.” 

Old companies attempting new lines of activity, 
however, can run into the same problems confront- 
ing entirely new companies in fields where experi- 
enced and long-established connections will prove 
of advantage to older units when competive condi- 
ditions return. Already some large companies have 
curtailed or abandoned their ventures into “outside” 
lines, where the prospects do not appear as favor- 
able as hoped earlier. 

This is another reason why apparent supply “sur- 
pluses” can be misleading—the possibility of elimi- 
nation of some not very firm supply sources, and 
resultant narrowing of competition, once less favor- 
able conditions return. 

In general, companies with well established 
“brand names,” and strong sales organizations have 
a decided advantage, once competitive conditions 
return in an industry. Other important differential 
advantages include operating efficiency (modernized 
plant facilities), location of plants in relation to 
raw materials and important markets (particularly 
in case of heavy goods lines) and a strong cash 
position. 

Thus the fact that demand-supply balance, and 
with it competitive conditions, have returned to any 
given industry is no evidence per se that sales and 
earnings of an individual company must decline. 
In many cases they may well continue at gratifying 
levels—despite pressure against profit margins—so 
long as the overall economy continues to operate at 
a high rate. Exceptions will be fields where the 
over-supply is marked, leading to substantial pro- 
duction curtailment such as occurred in the shoe 
industry and—temporarily at least—in certain tex- 
tile lines. 


Need for Individual Appraisal 


By and large, determination of the earnings im- 
pact must however be a matter of individual ap- 
praisal rather than of general conclusions, for 
reasons set forth in the foregoing. At the same 
time, changing conditions require constant re- 
examination of sales and earnings potentials. 
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Our Rising 
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Al rise in the country’s private debt is a 
familiar boom phenomenon. Since the same is also 
true of inflationary periods, it is no surprise that 
our private debt since the war’s end has grown very 
substantially. Private debt now stands at an all- 
time high and there is no sign of an impending 
downtrend in borrowing despite the various re- 
straints recently imposed. Borrowing, in fact, is 
feeding inflation and this holds its own dangers once 
the boom turns into recession or, worse yet, depres- 
sion. 

The question is: Just how great is the potential 
danger inherent in our present private debt? A top- 
heavy structure is usually a sign of an impending 
business crisis or recession. With the debt at the 
highest point in the nation’s history, has a danger 
point been reached? 

During the three years that have elapsed since 
VJ-Day, the American public has gone into debt 
more rapidly than in any other period. At the same 
time, consumers in general have been fully em- 
ployed, have received a record amount of income, 
and have continued to increase their exceptionally 
large holdings of liquid assets. All of this must be 
considered in gauging the danger potential of the 
expanded private debt structure. 

Net private debt outstanding at the end of 1947 
totaled $172.2 billion, up $22.4 billion from the end 
of 1946, $32.5 billion from 1945 and some $50 bil- 
lion over 1939. It represented 42% of the total net 
public and private indebtedness outstanding ($410 
billion) as against a ratio of 34% in 1946. By the 
end of 1948, the private debt is expected to have 
risen to an estimated $184 billion, an increase for 
the year of some $12 billion. It may well be even 
more, depending on various circumstances that can- 
not be fully appraised at this time. 

Whatever the exact amount, it will be sizeable 
indeed — a fact that is at the heart of the debt 
problem currently developing. The debt rise has 
greatly added to the money supply, underlying to- 
day’s inflation. Any further rise will further spur 
inflation; any notable drop would mean deflation, 
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that is the creation of con- 
ditions in which the immense 
debt now in existence could 
well become burdensome. 

Yet large as our private 
debt is per se, it looks less 
menacing when compared 
with liquid assets 
and national income. 
As the accompanying 
tabulation shows, last 
year’s private debt 
constituted only 73% 
of estimated liquid 
assets, and 85% of 
national income. This 
is a far cry from 
1939 when the pri- 
vate debt was 177% 
of liquid assets and 
169% of national in- 
come. Back in the 
boom years of 1929, 
it was as high as 
182% of national income; in the depression year 
1933, it amounted to fully 316%. 

Compared with these prewar ratios, the debt situ- 
ation today appears quite sound, in fact sounder 
than ever despite the fact that the ratios to liquid 
assets and national income, particularly the former, 
have been widening steadily in recent years. The 
danger of course lies in any future contraction of 
national income, which — if severe enough — 
could quickly expand these ratios to uncomfortable 
levels. In 1929, our private debt structure was un- 
deniably top-heavy; thus anything like a ratio of 
182% (to national income) must be regarded un- 
desirable. Today, at 84%, we are far away from 
that; but we shall also want to keep the debt well 
below the danger level. And there are some spots 
in the debt structure that are not altogether 
comforting. 

Take the corporate debt, for instance, one of the 
principal items in the private debt field; it has 
shown a sharply rising trend at a time when corpo- 
rate profits were the highest in history. Thus net 
debt of private corporations at the end of last year 
was around $99.4 billion, compared with $84.2 bil- 
lion in 1945 and $73.6 billion in 1939. Currently, 
the total is estimated around $104 billion, making 
the rise since the war’s end some $20 billion. 


DEBT 


The Short Term Corporate Debt 


Any potential threat, however, lies not so much 
in the amount of long term borrowing that has been 
done in recent years but rather in the $11 billion 
gain in the short term debt of corporations since 
1945. In the last 18 months alone, the rise amounted 
to fully $10 billion. It reflected of course the mount- 
ing need for working capital and expansion require- 
ments, and the difficulty in floating security issues. 

The corporate short-term debt is currently esti- 
mated at $57 billion compared with $29.2 billion in 
1939 and $45.9 billion in 1945. In the event of a 
business recession and lowered profits, such debt 
could prove onerous, especially if lenders insist on 
prompt repayment on maturity. It could create con- 
ditions that more than once in the past turned a 
relatively moderate recession into a painful business 
slump. However there is a silver lining. Corpora- 
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tions in the aggregate still 














— — —_ PRIVATE DEBT IN RELATION TO LIQUID ASSETS AND NATIONAL INCOME 
iquid assets, a fac a 
should minimize any future (FOapene) 
credit strain. Debt Debt 
By way of contrast, the Year Private Debt Liquid Assets Nationalincome Y% ofl. Assets % of Nat. Income 
long term debt of corpora- 1929 ........ $159.4 N.A. Tae anak 182% 
tions has risen only $6 billion I accesses 125.3 N.A. ee ae 316 
since 1946 and _ currently 1939 ........ 122.5 $ 69.0 72.5 177% 169 
stands around $47 billion 1941 ........ 138.3 85.4 103.8 162 133 
compared with $38.3 billion 1945 ........ 139.7 227.5 161.0 61 86 
in 1945 and $44.4 billion in 1946 ........ 149.8 231.5 179.3 64 83 
1939. It was appreciably a 172.2 236.8 202.5 73 85 
higher during. the early 1948 ........ 184.0 E N.A. yy | 84 
round 850 billion Anaih the || _NAnNet Available [—Estimated. 











sharp rise since 1946 was 








mainly occasioned by stock 

market conditions rendering difficult the flotation of 
capital issues, necessitating debt financing with its 
corollary of higher interest charges in the future. 
However, long term debt by its very nature involves 
less danger than short term borrowing, since it 
poses no great immediate problem in the event of 
sudden deflation or busines recession. The bulk of 
it was placed as very low interest rates. 


Corporate Debt and Liquid Assets 


The relation between corporate debt and corpo- 
rate liquid assets forms an interesting yardstick. 
In 1945, debt amounted to 116% of liquid assets. 
The ratio rose to 182% in 1946, 154% in 1947 and 
is currently somewhere around 160%. The uptrend 
was quite pronounced, as these figures show; yet 
back in 1939, the ratio was much higher — fully 
378%. Comparatively, then, the present relationship 
between these two factors still looks eminently 
sound as far as the aggregate corporate debt is con- 
cerned, and the large proportion of earnings re- 
tained by corporations is one important reason. 
Liquid assets however have declined steadily 


control will halt this trend remains to be seen. 
Consumer Credit vs. Income 


True, consumer credit outstanding amounts to no 
more than 3.9% of income after taxes, against a 
range of 5.5% to 7.1% in the late prewar years. 
Yet should incomes decline, the huge volume of con- 
sumer credit might prove burdensome. As it is, it 
represents an important lien on future purchasing 
power. 

Altogether, individuals and unincorporated busi- 
ness have been borrowing some $24 billion since the 
war and currently owe an estimated $80 billion. Of 
this, urban mortgage debt of around $46 billion 
holds probably the greatest risk. Mortgages on 1 
to 4 family residences last year came to about $28.3 
billion and are now estimated around $32 billion. 
On multi-family and commercial buildings, they are 
currently around $14 billion. These figures compare 
with $19 billion and $8.9 billion respectively in 1945. 
Much of the residential mortgage debt carries a 
Federal guarantee, this a (Please turn to page 93) 





since 1945, from $73 billion in that year to 
$64.8 billion last year. While the downtrend 
in the aggregate is now believed ended, there 
will of course be numerous exceptions 
among individual companies. The main 
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danger — if any — rests in the short term ia 


debt, as previously explained. Another is 
found in the realm of individual debt creation. 
Such debt has reached a record high; 


IN BILLIONS OF COLLARS 





the 40 million American families by the end }'5° 


of this year will owe some $50 billion for 
home mortgages and consumer goods pur- 
chases. The net mortgage debt has jumped 
$10 billion in the three postwar years to a 
total of $32 billion; consumer credit has [joo 
expanded over $8 billion to $14.2 billion with 
instalment buying accounting for slightly 
more than half of the total outstanding. 
More than one out of four families was a 
time-payment buyer last year, compared 
with one out of seven or eight in 1946. And 
the fact is that instalment credit is more 
inflationary than other types of consumer 
loans, aside from mortgages. In view of this, 
it is interesting to note that more recently, 
charge accounts, single-payment loans and ry 
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service loans have been leveling off while 
instalment credit has continued to rise. 




















Whether reimposition of instalment credit 


OCTOBER 23, 1948 


67 








GRAY MARKET in automobiles will be broken up if the 
combined facilities of legislative and administrative 
offices can do the job. And they believe they can. 
Automobile manufacturers have protested they are 





WASHINGTON SEES: 


Biggest dud among the “explosive” campaign 
issues that have been set off by the four prominent 
candidates for the Presidency (there are several 
others), promises to be the Taft-Hartley Act. 


As election time nears, political managers are 
just about in agreement that it will change fewer 
votes than any other subject of the subjects raised 
to the dignity of full-length major campaign 
speeches. As a result, there has been a noticeable 
soft-pedaling of the topic by the democrats, while 
the republicans have turned completely away from 
its defense with the attitude that none is necessary. 


One of the bases for this switch from what was 
expected to be a decisive battleground was a 
private poll which showed that the articulate bat- 
tlers against the ‘slave labor law” were chiefly 
the high-paid officers and publicists for the unions. 
The rank-and-file was found not to be excited over 
it. One poll showed seven out of ten union mem- 
bers satisfied they are no worse off than before 
the statute was enacted. 


Back in the mills and the mines, labor saw 30 
state legislatures pass restrictive laws against 
unions in 1947 alone. Almost none are in the hop- 
pers at State Capitols, ready for the 1949 sessions 
which usually begin in January. In the recent Maine 
election two proposals opposed by organized 
labor were turned down by the electorate. All of 
this may have contributed to a feeling by union- 
eers that it's best to “let well enough alone.” 








T-H LAW CAMPAIGN DUD 


By E. K. T. 


being blamed for conditions beyond their control, and 
haven’t the organization to police distributors and 
sub-distributors performances. Inquiry has been go- 
ing on for months and a congressional subcommittee 
under influential Rep. W. Kingsland Macy has ac- 
cumulated a huge file. Recognizing an accountancy 
problem is involved, he has recruited an entire section 
of General Accounting Office. And the Internal Rev- 
enue Bureau and FBI are in, too! 


QUESTION of who will head armed services commit- 
tees in congress has military men in Washington con- 
cerned and has suppliers of materiel to the three 
branches in a state of confusion which makes it im- 
possible for them to make long-range plans. Rep. 
Dewey Short, with a record tinged with isolationism 
is heir apparent to the house committee chairmanship 
—a republican next in line to Rep. Walter G. 
Andrews, GOP chairman who is retiring. On the sen- 
ate side, democratic control of the upper house (a 
distinct possibility) would make navy-minded Sen- 
ator Millard Tydings, democrat, chairman, ousting 
Senator Chan Gurney, republican incumbent, who 
would build up army, air force. 


DARK SPOT in operations of the European Coopera- 
tion Program so far has been the avid willingness of 
recipient countries to take full advantage of the 
funds available as gifts but not to come in under the 
titles providing money on loans repayable to the 
United States. Grants were intended to take care of 
immediate needs—fuel, food and other commodities; 
loans are designed for the long-range permanent pro- 
jects. Stiff reminders are planned by the State De- 
partment unless there is early switch. 


SECY. MARSHALL, outwardly at least, was a complete- 
ly unruffled man after news broke that President 
Truman had planned to send Justice Fred Vinson as 
a special legate to Moscow. He seemed almost to 
have expected something of the sort to happen. He 
had good reason. His predecessors over a period of 
15 years saw diplomatic affairs handled over their 
heads, and President Truman has never shown any 
sign he feels less confident to handle world situations 
than FDR considered himself to be. 
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Ihe democratic high command is counting upon 
















estly do not consider lost to Gov. Dewey. The first is 
extreme over-confidence on the part of the GOP (which 


4p} WN also is a principal worry of the Dewey strategists), 
e and the second is evidence of a heavy vote registration 
in areas which will undoubtedly turn in pluralities for 
the Truman-Barkley slate. 
Go To 
spected "commissioners" as high as 15=-to-l1. The Dixie- 
Press crats are counting on taking at least 100 electoral 
votes that normally might be counted in the democratic 


bag. Party men in Virginia for example are all but 
conceding the state to Dewey. All of these things have 

a tendency to make the republicans sit back, take things 
easy, Say the democrats -- and they like it that way. 




































No generally-accepted poll gives Mr. Truman an 
outside chance. Betting odds have been fixed by re- 



































On the other hand, President Truman while not overtaking Gov. Dewey in any 
of the ballot samplings in important states, is narrowing the margin. He is seeing, 


















































nd and being seen by, more voters than Dewey and Warren combined. And the records 

on confirm that registrations have increased in every section of the country -- a cir- 
ee cumstance the democrats interpret in their favor because it is they, and the unions 
C- backing the democrats, who are working for a big vote. The republicans, they say, 
cy are doing almost nothing about it. 
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al Take California. Registration has reached 4,632,129, or half a million 
more than in 1944. On the eastern coast, Maryland, a state that seldom votes for 

t- the loser, shows an increase of 46,000 registrations over 1946 -- a total of 

n- 864,801. In Pennsylvania more than 5 million persons have qualified, which is about 

4 1 million over 1946 totals -- and most of it in the zones of powerful organized 

D. labor unions friendly to the Administration. 

m 

ip In West Virginia, where control of the senate may be decided (the race 

i. between incumbent Senator Chapman Revercome, republican, and former Senator Matthew 

1- Neely, democrat, is a nip-and-tuck affair) registrations are going up rapidly with 

. the books still open. Washington State has an all-time record high of 1,255,000 

g who have qualified -- a full quarter-million more than two years ago. So it runs, 

0 Say the democrats, in all quarters where gains count for them. Given a 60 million 
vote on Election Day and, they say, they cannot lose. 

- Most encouraging statement made by Sir Stafford Cripps in his visit to 

if = se SES Se 

e Washington to confer about the world monetary problem was: "We (Britain) expect to 

e be out of the woods in four years." He had been asked whether his country looks 

e forward to extension of ECA after its fixed expiration date. That was his answer. 

f Considering the extent. to which other beneficiary countries depend on British 


G recovery, Cripps statement was hopeful. 








Report of probable retirement from public life by ailing Prime Minister 
Attlee brought quick denial. Sir Stafford had been mentioned first among the list 
of spectacular successors. Such a happening would bé of worldwide political sig- 
nificance. Attlee began life as a store clerk, devoted most of his adult years to 
the business of politics on the trade union side. Sir Stafford is an immensely 
wealthy, highly successful corporation lawyer. Should the Labor Government turn to 
one of his background and associations, the implications would border on admissions. 














i i a | 








The national textile workers union is sweating. And there evidently is 
good reason for it, if reports reaching Washington headquarters are accurate: "Every 
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day that passes brings news of a plant here and a plant there, where third shifts 
are being closed out and which are working only 4 days a week. Gone are the days, 
in many areas, of overtime work with time-and-a-half extras for the pay envelopes. 
At the moment, of course, the situation is only spotty. But will it spread?" 


























operating in a sellers market during and after the war, but high prices are nicking 
the consumers' dollar, and buyer's resistance is appearing. Organization members 
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equipping the growing armed forces, will bring complete relief. A very questionable 
hope, is the description used. 
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est rate on guaranteed GI home loans. Congress passed the buck to VA -- authorized, 
but did not direct, the agency to raise the rate from 4 to 4% per cent. VA doesn't 
want to be the target of GI complaints, may even ask congress to change the program 
and permit direct loans to the vets. Existing system is to have private financial 
houses place the loans under government guarantee of repayment. 














The War Production Board is coming back to Washington but it will be 
disguised under the name of "Office of Production." It will be a skeleton force, 
engaged in planning for the present at least, and it will work under the National 
Security Resources Board. Except for frequent requests for data, business and 
industry won't be conscious of its existence. 














But there will be more than 30 sub-units and few lines of enterprise that 
won't be reached in that fashion. A successful, business-minded man will head it 
up. He's Gayle W. Arnold of Baltimore, on leave from the Baltimore & Ohio Railroad 
where he's industrial development manager for the company. Arnold doesn't plan to 





"in case" basis. 





John L. Lewis contributed little more than a newspaper cartoonists" sub- 
ject by his verbal trouncing of President: Truman, democratic headquarters assures, 
and republican headquarters just about agrees. A favorable nod from the miners' 
chief once rated high on the charts of political dopesters. This year it means 
nothing. Democrats were almost jubilant: "Harry Truman WON John L. Lewis' dis- 
favor." 














Democratic speakers say the blast served to remind a forgetful public of 
the "war between John L. Lewis and the United States of America" and the forthright 
action by the President promptly had him tried in court. Right after that incident, 


national opinion polls placed Mr. Truman at a higher point of popularity than he had 
attained in many months -= or has since, for that matter. 























The miners vote was lost to the President, anyway, no word was needed 
from the UMW chief, nor can he claim that his speech changed that situation one 
whit. Pennsylvania, where the mine vote is heaviest, is safely in the GOP bag, and 
the matter of majority vote doesn't matter. West Virginia is a doubtful state, but 
the doubts arose before Lewis sounded his war cry against the President. 














Budgetary experts in Washington (and they are the anonymous, unsung career 
men -- not those heard from public rostrums) are beginning to count the costs for 
the next fiscal year. And the outlook is not one likely to add anything pleasant to 
the prospects which face Gov. Dewey, should he be called upon by the voters to carry 
out his pledge to "clean up the mess." Rearmament, with accent on the air force, 
may run to the staggering total of 25 billion dollars! There's no hope for economy 
in government with such a Start. Joe Stalin can be thanked for the outlook. There 
is no immediate war in sight, but the threat of war will remain and it will be a 
costly situation as long as the Soviets want it to exist. 
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Despite formidable problems created by 
independence and partition, India offers 
a growing market for American gocds. 


41s Market 
por u. §.-4. 


By V. L. HOROTH 


y= building up of a state is no easy task. 
The story of the two sister Dominions, the Union 
of India and Pakistan, during the first fourteen 
months of their independence is that of formidable 
difficulties created by independence and partition, 
and could well be epitomized by four words: prob- 
lems, disruption, uncertainty, and inflation. There 
have been problems galore: apart from those cre- 
ated by independence and partition, both Dominions 
have had their share of postwar readjustments in 
common with other countries. The disruption of 
what used to be a well-integrated economic unit 
has had devastating effects on transportation and 
internal trade. The threat of inter-Dominion war 
which would have been the first one in the history 
of the British Commonwealth — uncertainty over 
economic policies which tend toward state owner- 
ship of basic industries, and socialistic planning, 
as well as the process of fitting the Indian States 
into a new structure of the country have resulted in 
a decline of business confidence. Domestic and for- 
eign capital has remained shy of new commitments 
and there has been even some flight of capital. All 
these developments have created a situation favor- 
able to inflation which already had a good start 
during the war. In the last few months, inflation 
has become the number one economic problem of 
India. 

Nevertheless, despite their newness at the busi- 
ness of governing their vast domains, and despite 
general confusion, both Dominions have some real 
accomplishments to their credit. Partition was fol- 
lowed by migration of over ten million people. Of 
the 514 million people who came to India from 
Pakistan, some 2 million are reported to have been 
resettled. In Pakistan, which harbors about 5 mil- 
lion refugees from India (they will be increased by 
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the refugees from Hyderabad), the resettlement 
progress has been much slower. 

Rehabilitation presents an extremely costly prob- 
lem that will take years to solve. It has been con- 
tributing to the heavy budgetary deficits of Pakis- 
tan and consequently also to inflationary pressures. 
The destitute condition of the refugees and their 
dissatisfaction have favored the spread of commun- 
ism which up to now has been almost non-existent 
in Pakistan. In India, the communist party is small 
but vociferous and energetic; with the result that it 
wields considerable power in the labor union field. 
Prime Minister Nehru has recently taken strong 
measures against the communists on evidence that 
they have been collecting arms and sabotaging rail- 
ways. 

Considering that the huge internal trade in food 
surpluses has been disrupted by partition, the fore- 
stalling of famine has also been a real accomplish- 
ment not properly appreciated in the West. This 
has been made possible partly by larger crops, and 
partly by heavy imports of food. However, the food 
imports have been a heavy drain on foreign ex- 
change resources of both India and Pakistan, and 
this at the time when these resources must be used 
for the purchase of industrial equipment. 


Passing of the India of the Princes 


The most notable, in fact almost a revolutionary 
change, has been the passing of the India of the 
Princes, and the extension of land reform which for 
practical purposes means a liquidation of a feudal- 
istic land ownership system. Of some 600 princely 
states that existed at the time of the partition and 
made the map of India look like a crazy quilt, some 
240 have been merged with adjoining provinces and 
some 300 are now combined to form half a dozen 
new and bigger states called unions. The princes, 
the maharajahs, were allowed to retain their titles 
and their private property, and will get sort of a 
“pension” in the future, fixed at 7 to 15 per cent 
of the revenues of their respective states. Some of 
the states, such as Travancore, were previously well 
governed, but in a good many others the rulers were 
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India: Basic Statistics 
Steel Cotton 
Output Indus. Cement Prices Money Sterling Cloth Indust. 
(000 Product. Output Foreign Trade Whole- Cost of Supply Gold Balances Output Shares 
Monthly met.  (9/'38- (000 Imports Exports sale Living (billion (million (million (million 1937= 
Average tons) 8/'39=100) tons) (000,000 rupees) (1937100) rupees) dollars) dollars) meters) 100 
LO TA J ra 95 148 158 100 100 4.75 274 319 311 100 
SRN ES Batak 119 130 142 90 100 4.38 274 316 325 83 
I Sacto Sh 110 146 141 180 95 100 4.91 274 210 306 87 
eet 120 187 243 222 231 222 20.52 274 5,040 354 183 
ES | 105 171 278 266 252 244 21.35 274 4,905 294 242 
FE piel o a ee 1264 1474 oe ts 297 263 21.40 274 4,590 287 4 183 
1948 
POR. © c.. ene. | | 114 - [ere Es 329 256 22.01 274 4,555 224 169 
| ES Sik Sanne 98 105 132 oe eds, 342 260 22.20 274 4,595 324 164 
|) Se | 107 132 297 386 341 268 22.43 274 4,618 285 168 
| eg ee gic « Aaa eae 124 : nee 348 275 22.81 274 4,688 290 155 
NN Ee i at ii x 367 275 22.76 274 Ie 153 
7 es eee a ae 382 ceva 22.54 274 4,641 aa 148 
SO pa ee ee aoe re ee 21.51 264 4,210 149 
ees, Me IR an Sh sad 395 20.99 264 3,333 145 
(a)—Since August 15, 1947, the Union of India only. 




















known to be incompetent. Now that they are ruled 
by Delhi, some states will be better off, and some 
less so. Time will tell. 

Of all the states only two have made a bid for a 
full sovereignty : Kashmir and Hyberabad. This was 
partly because of their size—each one of them is 
as large as France (while Hyderabad has 17 mil- 
lion people, Kashmir has only 4 million)—and be- 
cause of their peculiar positions. In Hyderabad, the 
population is about 85 per cent Hindu, but the ruler, 
the Nizam, is a Moslem sympathizing with Pakistan. 
In Kashmir the situation is reversed. About 80 per 
cent of the people are Moslems, but the Maharajah 
is a Hindu who “acceded”—decided for—the Union 
of India. The situation in Kashmir has been further 
complicated by some of the Moslems favoring the 
union with India rather than with Moslem Pakistan. 


Disruption of Production and Transportation 


The submission of Hyderabad to Indian armies 
last month removed one source of friction between 
India and Pakistan which could have brought about 
the extension of hostilities between the two Dom- 
inions. For all intents and purposes they are already 
waging a small scale war in Kashmir, but by tacit 
understanding the war is localized to that particu- 
lar state. A commission appointed by the U.N. 
Security Council is investigating the situation and it 
seems that the best solution may be found in a par- 
tition of Kashmir. India is opposed to such a course 
largely for reasons of prestige. 

The localized fighting in Kashmir and the main- 
tenance of relatively large military establishments 
“just in case” have contributed to the budgetary 
deficits of the two Dominions. India’s deficit for the 
fiscal year 1947-48 was estimated at 2 billion rupees 
(600 million) and apparently this fiscal year the 
amount will be even larger. 

While the danger of an inter-Dominion war out- 
side of Kashmir is definitely smaller, the Hindus 
and Moslems are not forgetting their differences. 
The bitterness between the two is as great as ever, 
and the chance of an economic union in the future 
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is not bright. Despite the fact that a trade agree- 
ment has been concluded, the two Dominions are 
drifting apart economically with the result that 
overall production and transportation suffers. The 
jute processing mills in Calcutta have been idling 
because Pakistan has been “ornery” about releas- 
ing jute. On the other hand cotton cloth which nor- 
mally was supplied by Indian mills has until recently 
been almost impossible to get in Pakistan. Sugar is 
said to have disappeared entirely from the market, 
although India has plenty to export. 

Pakistan is planning to solve its difficulties by 
building more cotton and jute processing mills, 
while India is seeking the way out by extending 
cotton and jute acreage. Yet this kind of solution 
is bound to be slow, costly and wasteful. Pakistan 
must first persuade foreign investors to finance 
such projects, while India will first have to build 
new irrigation works because she needs every inch 
of soil for raising food, especially now that the 
rice surpluses of the neighbouring countries are 
much smaller. The primary problems in almost all 
Indian industries are high labor costs and plant 
obsolescence. Very little has been done in the way 
of increasing productivity, and in the case of cotton 
goods, Indian mills are bound to find it difficult to 
compete with Japanese goods. 


Industry Suffers 


The transportation situation has also been respon- 
sible for the slowdown of production. The big 
Ahmedabad cotton mills have had to reduce their 
operations because they were unable to get the 
necessary cotton from more distant areas. Indian 
railways, efficient and well run under the British 
Raj, are today in a sad state of disrepair. Slow- 
down strikes and the shortage of coal have further 
impaired their operations. With freight yards 
jammed, all freight movements had to be suspended 
from time to time. Millions of refugees had to be 
hauled back and forth. According to the Eastern 
Economist, some six million people are now riding 
on the railways without tickets. Port and highway 
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services are also deteriorating. Bus service has been 
nationalized in a number of provinces; in the re- 
maining ones, the bus owners—under the threat of 
nationalization—let their equipment deteriorate. 

While Government officials are busy talking about 
the millenium in India that is to be achieved at 
some indefinite future by means of an all-pervading 
“Economic Plan,” the breakdown of transportation, 
the obsolete equipment and numerous strikes are 
resulting in a gradual decline of production. As will 
be seen from the accompanying table, the output of 
steel, cement, cotton cloth, and other goods is now 
considerably below wartime levels, but still somewhat 
higher than before the war. 

As if the disruption of transportation, declining 
production, strikes, political crises, and the constant 
danger that local war in Kashmir might spread to 
other areas were not enough, the businessman in 
India has been harrassed from still other directions: 
the threat of nationalization and inflation. It is no 
secret that there are two wings within the all- 
powerful Congress Party. The left-wingers, headed 
by Prime Minister Nehru, favored a planned econ- 
omy, state-controlled development of national re- 
sources, and nationalization of key industries. The 
right-wingers under Deputy Prime Minister Patel 
are for laissez-faire, a greater protection for Indian 
industries, and only a very gradual program of state 
control. The official program formulated last sum- 
mer called for Government ownership of railways 
and of all industries vital to national defense. Coal, 
iron and steel, shipbuilding, communications, petrol- 
eum extraction, and a number of other industries 
are to continue to be privately owned for a period 
of ten years. If they do not produce satisfactory 
results, they can be nationalized “whenever public 
interest requires.” 


Threat of Nationalization 


It is this “Damocles sword” of nationalization 
that has made not only Indian but also foreign 
capital “shy’’ of new commitments. There can be lit- 
tle progress in modernization and expansion of 
Indian industries unless the Government reconsiders 
its policy of nationalizing industries at the end of 
the ten-year period. In Pakistan, socialistic tenden- 
cies with respect to the development of national re- 
sources are even stronger than in India. But to attract 
foreign capital, Pakistan apparently is willing to give 
certain guarantees on investment returns and in re- 
spect to protection from nationalization. 

However, the problem that is causing most ap- 
prehension, and will require more attention if the 
confusion created by partition is not to get worse, 
is that of inflation. As will be seen from the ap- 
pended table, prices have advanced over 30 per cent 
during the past fourteen months. This has not been 
due so much to the expansion of the purchasing 
power in the hands of the people (money supply 
has actually declined) as to declining production and 
the hoarding of goods. People, wealthy and poor, 
continue to be apprehensive regarding the future. 
The Bombay prices of gold and silver ($94 and 
$1.45 per ounce respectively) have probably been 
the highest in the world. On the other hand, despite 
inflation, industrial stocks, as the accompanying 
diagram shows, had several bad breaks and are only 
about half as high as two years ago. There has 
been considerable flight of capital. Not only have 
many British nationals liquidated their holdings in 
India, but wealthy Indians and, of course, the 
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princes are known to have been protecting them- 
selves by transferring abroad at least a part of their 
wealth. 

_ Under the circumstances it is not surprising that 
it was rumored repeatedly that the rupee was to 
be devalued. Prime Minister Nehru only recentiy 
had to deny that the deflationary measures envis- 
aged by the Government included the devaluation 
of the rupee and the withdrawal of large rupee 
notes from circulation. However, with Indian prices 
approaching 400 per cent of the 1937 level, the 
rupee is definitely overvalued. The failure of the 
Government’s deflationary program, or a serious 
drop in the prices of principal Indian export prod- 
ucts would probably make devaluation necessary. 


Indian Trade with the U.S.A. 


* How do these developments affect American trade 
relations with India and Pakistan? For one, the 
uncertain outlook regarding the extension of the 
Kashmir war, the continuation of inflation, nation- 
alization policies, and the status of the rupee is 
discouraging to long-range commitments in both 
India and Pakistan. Certainly, any American indus- 
trialist intending to open a branch factory in India 
will not lose by waiting. World Bank loans for 
India and Pakistan are reported to be under con- 
sideration. 

_ Like most other countries, India has been suffer- 
ing from the shortage of dollars. Prior to the im- 
position of import restrictions on luxuries and non- 
essentials in July, 1947, she was buying goods here 
at the unprecedented rate of about $450 million a 
year, and sending us goods worth about $250 mil- 
lion a year. Since the summer of 1947, India has 
been spending much less here for food and non- 
essentials, but her purchases of electrical apparatus, 
transportation equipment, machinery and industrial 
chemicals have not only held remarkably well, but 
have increased in some (Please turn to page 96) 
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Many of the imponderables in the 
rate-cost relationships of the rail- 
roads are now beginning to clear up 









































4: the determining influence in the market 
for railroad stocks is to be earning power, as now 
calculable for the whole of 1948 and as much of 
1949 as can be foreseen with any degree of accur- 
acy, then there is still room for considerable opti- 
mism in connection with this security group, other 
factors being equal. 

Although the picture is not yet complete, actually 
many of the imponderables in the existing rate-cost 
relationship of the industry are beginning to clear 
up through recent developments pertaining to third- 
round wage increases. 

Even before the nation’s railroads and the two 
largest operating unions came to agreement (on 
October 4, 1948) on a pay hike of 10 cents an hour, 
effective October 16, the roads, a few days earlier, 
had petitioned the Interstate Commerce Commis- 
sion for an additional 8% rise in freight rates. This 
is on top of the 22.6% increase they received in the 
year-old general freight rate case which was finally 
disposed of by the ICC on July 27. 

This request, moreover, was not predicated on 
any advance in wages, or other costs, which might 
lie ahead in the future, but was made on the basis 
of the then current operating expenses alone. 

In their October 1 application, the railroads em- 
phasized that operating costs have been rising 
steadily since they last amended their general peti- 
tion on December 3, 1947. The industry pointed out 
that their coal and steel costs have risen about 10%, 
and the cost of other supplies has advanced pro- 
portionately, so that on the basis of the $1,909,000,- 
000 in total purchases made in 1947, they estimate 
this would add another 10% to operating costs. Of 
course, the industry was already looking ahead to 
further wage demands on the part of the unions. 

But the wage settlement between the roads and 
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the two operating brotherhoods, and the former’s 
petition for an 8% rate increase, did not settle the 
issue. The third-round question was carried still 
another step by the railroads, when on October 12 
they applied to the Interstate Commerce Commis- 
sion for permission to lift to 138% the earlier re- 
quest for an 8% rise. 

This time their plea was more emphatic. The 
roads asked the Commission to put into effect ‘“im- 
mediately” the 8% increase sought in the earlier 
petition. At the same time they noted that the wage 
boost of 10 cents an hour received by 175,000 em- 
ployees represented by the Brotherhood of Railroad 
Trainmen and the Order of Railway Conductors 
would set the pattern for all other classes of rail- 
road workers. 

If the new wages being paid to the two operating 
unions, beginning October 16, were applied to all 
classes, it may be estimated that operating expenses 
and payroll taxes of all Class 1 carriers would ad- 
vance approximately $371,000,000 on the basis of 
the estimated total of railroad employment in 1949. 
On top of this, moreover, must be taken into con- 
sideration other expenses, such as the cost of fuel 
and a great variety of materials. 


Relatively Favorable Settlement 


In many ways the settlement of third-round wage 
demands by conductors and trainmen may be re- 
garded as a favorable portent for the roads, since 
the negotiated 10 cents an hour increase is less than 
was generally expected. 

What is equally important is the belief that the 
willingness of two brotherhoods to agree on a figure 
will doubtless lead to similar action by other com- 
ponents of railroad labor, even on the part of the 
1,000,000 non-operating workers, whose wage and 
reduced work-week demands are going before an 
emergency fact-finding board for adjudication and 
recommendations. 

What the recent wage increases mean to the roads 
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and how these may be offset by only an 8% freight 
rate increase, as originally requested, is shown in 
the tabulation which accompanies this article. This 
table gives estimated figures for a number of the 
leading carrier systems and assumes that the 10 
cents an hour boost to the two operating unions 
will be the over-all pattern for all railroad labor— 
operating as well as non-operating unions. 

Interested investors, however, should bear in 
mind, that the figures shown are approximations 
and that no allowance has been made for increases 
in other costs, over and above wages. By the same 
token, the table does not take into consideration any 
boost in freight rates above the 8% figure which 
has been used as a basis for calculation. 

While the full 18%, as now requested in the new 
petition, is unlikely to receive governmental sanc- 
tion, the ICC, as precedent has shown, certainly 
will give cognizance to present cost problems as they 
exist on a cumulative basis and permit a final 
freight rate increase that might well average out at 
10% or 11%. Thus, on balance, there is no reason 
why the railroads will not continue to report good 
earnings, even allowing for all new phases in the 
cost-rate relationship, as now projected. 


Time Element Is Important 


Since higher wages for conductors and trainmen 
became effective on October 16, and this increase, 
if projected on the same plane so as to apply to all 
unions, would mean about $75,000,000 in added 
wage costs in the final two and one-half months of 
1948 (about $45,000,000 after federal income taxes), 
the time element is an important factor to consider. 

Last year the Interstate Commerce Commission 
acted speedily in giving the roads interim relief 
from the burden of mounting costs. Certainly there 
is no reason why there will be any change in the 
procedure in the present situation. 

Assuming that the industry received only the 8% 
advance which it sought on October 1 and that this 
could be made effective for only half of November 
and all of December, final 1948 earnings of the 
great majority of roads would still compare favor- 
ably with those of the preceding year. 

Projected on the basis of a full year’s results, our 
tabulation shows further that a 





age, they pro- 
vided dividend 
yields of better 
than 6.75% 
This compares 
witha 1948 low 
yield of around 
5.35%. At 
prices prevail- 
ing at this writ- 
ing, the aver- 
age yield was 
more than 
6.00%, thus 
comparing very 
favorably with 
industrials 
which had re- 
acted almost 
60% from their 
highs when 
they reached 
their 1948 lows 
and which offered an average yield of aed 5.75% 

at recent levels. 

While rail shares represent equities of a “regu- 
lated” industry, nevertheless the value now offered 
by representative carrier stocks appears attractive, 
in view of all factors in the situation and especially 
indicated earning power. 

Class 1 roads in the first half of 1948 reported 
total operating revenues of $4,606,719,000 as against 
$4,154,066,000 in the initial six months of 1947. 
Although operating expenses expanded 12.3% —to 
$4,348,907,000 from $3,249,687,000 the year before 
—net income increased 15. 1%-—from $224, 434,000 
to $258,231,000. 

June contributed importantly to this good show- 
ing since net earnings for that month alone were up 
almost 117%. Considering the fact that railroad 
traffic was adversely affected in the first half of this 
year by the severe winter weather, spring floods, 
as well as the coal strike, results were excellent, no 
matter from what angle they are surveyed. 

While the actual volume of freight handled (car 
loadings) was less, operating revenues were higher 
because of freight rate increases. But it has been 














wage hike along the 10 cents an 
hour pattern (about 7.9%), as off- 
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only since the end of the half year that the gain in 
revenues and earnings has received its major ac- 
celeration. For the Eastern roads a vital factor, 
beginning with July, was the 17% boost in pas- 
senger fares, effective about the middle of that 
month. This, of course, was additional to the gen- 
eral 10% fare rise granted last year. 


Estimated Profits and Revenues 


All figures on railroad operations are not avail- 
able at this writing for any period beyond June. 
However, many have been estimated with accuracy 
by the industry and thus it appears that Class I 
carriers had net income of $421,000,000 for the 
eight months to August 31, 1948 compared with only 
$298,000,000 in the same 1947 period, with the 
August net placed at $86,000,000 and $53,000,000, 
respectively. 

Actual operating gross (revenues) for the eight 
months came to $6,316,802,000 as against $5,604,- 
554,000 in the like term last year, but it should be 
remember that the comparative period of 1947 was 
prior to the granting of a series of freight rate in- 
creases, starting in October. 

Just the same, there is every indication that 1948 
railroad gross will not decline below $9,750,000,000, 
a new all time high and over $1 billion more than 
in 1947, and that net income will run between $650,- 
000,000 and $675.000,000 as compared with actual 
Class 1 net of $480,000,000 last year. 

If the presently estimated net income is attained, 





it will mean that the roads were able to establish a 
new peacetime peak in earnings—the highest for 
any year since 1929, with the exception of the 
1943-45 war years. 

Such a favorable earnings performance must, in 
all fairness, be appraised in conjunction with other 
factors. And assuredly, these too are not of an 
adverse nature. 

First, there is the realization that aggregate rail- 
road dividends in 1948 will be at their highest mark 
since 1931. Although it is still too early for an 
exact prediction, the best estimate that can be made 
suggests that the 1948 dividend pool will reach 
$260,000,000. This would be approximately $25,000,- 
000 more than was paid out to railroad stockholders 
last year. 

Secondly, there is the ability of the transporta- 
tion industry to maintain its credit at a high stand- 
ing and at the same time continue to expend large 
sums for improvements to the property. In the first 
six months of 1948, for example, gross capital ex- 
penditures were $562,700,000, or approximately 
60.5% more than in the like period of 1947. 

During the third and fourth quarters, according 
to the most accurate forecasts that now can be made, 
the industry will make gross capital expenditures of 
around $700,000,000. This would lift the 1948 aggre- 
gate to $1,263,000,000 compared with actual ex- 
penditures of $847,200,000 in 1947. 

Naturally, the bulk of these heavy capital outlays 
are being financed through the sale of equipment 
trust certificates in the (Please turn to page 96) 





































































































Statistical Position of Leading Railroad Stocks 
*10c Hourly Net Earnings Dividends 
Over-All *8%, Freight Est. Est. Price Range Recent 
Wage Increase Rate Increase 1948 1947 1948 1947 1948 Price Div. Yieldt 
Ate., Topeka & S. Fi... $18,500,000 $31,900,000 $22.75-$17.11 $8.00 $6.00 $12054-84 $116 6.9%, 
Atlantic Coast Line... 6,100,000 7,800,000 10.00- 7.28 4.00 4.00 62 -45 53 75 
Baltimore & Ohio... «(15,400,000 21,900,000 6.50- 2.69 —_ —_ 16%-10 13 _ 
Chesapeake & Ohio... 11,000,000 10,900,000 3.90- 4.44 3.00 3.00 45!/4-37 37 8.1 
Chi., Mil., St. P. & Pac... 9,800,000 14,600,000 1.75- 0.49 _— — 13'|4- 7% 9 _ 
i Chic. & North West... cae 8,400,000 10,200,000 4.00- 0.50 1.00 0.50 2334-145, 20 5.0 
Chi., Rock Island & Pac... 6,800,000 11,100,000 10.50- 9.29 1.50 -- 42'/2-25!/ 38 39 
Del., Lack & West... 3,700,000 4,500,000 1.75- 0.73 0.25 =. 13'4- 73% 10 25 
Erie Railroad 6,200,000 10,700,000 3.50- 1.16 1.00 1.00 16!/,- 9/y 14 LAS 
Great Northern enn. 7,700,000 12,200,000 7.50- 7.28 3.00 3.00 5074-36!/g 42 7.1 
Gulf, Mobile & Ohio... ~~: 2,500,000 5,100,000 4.00- 2.66 1.00 — 2074-125, 16 6.3 
Illinois Central . a 10,400,000 14,500,000 14.75- 10.25 -— a 423-27'/2 36 — 
Louisville & Nashville... 8,600,000 10,500,000 6.25- 5.68 3.52 3.52 50 -38!/, 43 8.2 
New York Central. eens 32,900,000 35,400,000 2.90- 0.36 0.50 — 18!/2-12!/, 16 3.1 
N. Y., New Haven & Hart... 7,200,000 7,000,000 3.50- 3.25D — — 147%- b!/, It — 
Norfolk & Western 5,200,000 6,500,000 7.15- 6.12 450 4.37! 62 -55 él 7.4 
Northern Pacific . 6,500,000 9,100,000 5.25- 5.40 1.00 1.00 2734-1634 20 5.0 
Pennsylvania ......... 40,900,000 45,000,000 2.60- 0.55 1.00 3.50 22'/2-16!/, 19 5.2 
St. Louis-San Francis... + 4,900,000 7,100,000 3.25- 2.25 0.50 _ 16!/- 8l/, 13 3.8 
Seaboard Air Line... +: 5,300,000 7,800,000 6.25- 2.22 1.01 — 26!/2-135 23 4.4 
Southern Pacific . 22,600,000 34,900,000 10.25- 8.86 4.50 4.00 6234-43!/2 57 7.9 
Southern Railway 0... 9,800,000 14,400,000 11.00- 6.85 3.50 3.00 50!/,-33!, 45 7.8 
Union Pacific 14,700,000 23,200,000 14.25- 11.35 6.50 3.00 96!/,-85 89 433 
*Annual basis D—Deficit 
(estimated) tBased upon Estimated 1948 Dividend 
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have chosen, though 
the shorter record of 
certain companies 
does not permit en- 
tire uniformity of the 
statistics. In some 
cases early records 
are not available. Our 
tabulation also indi- 
cates 1947 dividends 
paid, the current 
yields based on these 
distributions, and re- 
cent prices for the 
shares. A study of 
these figures may as- 
sist our readers in 
following our dis- 
cussion. We will now 
explain in more de- 
tail our reasons for 





SELECTED BY OUR STAFE_ 


 - and continuous experience in study- 
ing investor objectives has revealed to us that quite 
frequently, long term capital gain is the foremost 
goal. Many investors seem to prefer a program 
where stability of income is assured, with a chance 
that in coming years the natural business growth 
of an enterprise rather than stock market psychol- 
ogy will enhance the value of their shares. Under 
normal conditions, in the long run, share prices are 
bound to reflect a steady improvement in earnings 
as a dynamic concern forges ahead. 

To assist those of our readers wishing to include 
in their portfolios shares of enterprises with above- 
average growth potentials, we have made fifteen 
selections that in our opinion merit consideration. 
Our primary test has been to pick industries with 
clearly marked growth characteristics, then narrow- 
ing our search to individual concerns that seem 
likely to progress in their special group. Such fac- 
tors as strategic location, diversification, research 
and the development of new products, along with 
promotional ability, could serve to brighten the long 
term outlook of these concerns under competitive 
conditions. While proven growth in past years may 
have helped to confirm our conclusions. this has not 
necessarily been the determinant factor, for new 
products, new markets and managerial efficiency 
have pushed more than one relatively newcomer 
to the front, and with interesting prospects for 
dynamic development. 

We append a table to show the growth in sales, 
and recent earnings of the various concerns we 
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selecting some of 
these concerns for 
their inherent growth 
characteristics. 
Regardless of eco- 
nomic conditions, 
ethical drugs always 
enjoy a highly stable 
demand. Basic medi- 
cines of assured qual- 
ity are “‘must” items 
in every family dur- 
ing periods of illness. 
Abbott Laboratories 








over a long period of 
years has won a dom- 
inant position in sup- 
plying drugs special- 
ly recommended by 
the medical profession, and its activities have now 
spread pretty much over the world. Large sums 
spent on research have resulted in production of 
more than 800 items of recognized dependability, 
with more in sight as the company continues to 
work hand in hand with leading medics. Especially 
marked in recent years have been the company’s 
strides in developing sulfa, penicillin and vitamin 
products, all of which are in increasing demand 
over the globe. As world population expands and 
with greater emphasis on health programs, the sales 
horizon for Abbott Laboratories should continually 
widen. 


Impressive Sales Gains 


Factually, volume of this concern has risen from 
a level of $3.6 million in 1932 to $59.6 million in 
1947 and net world sales in August were 28% 
above the same month last year. Dividends have 
been paid without a break since 1926. Although the 
postwar expansion program of Abbott Laboratories 
has been extensive, dividends have been rather 
liberal in relation to net earnings, thus indicating a 
strong financial position. For some time past the 
quarterly dividend rate was held to 50 cents per 
share, but extras aggregating $1.25 lifted total pay- 
ments in 1947 to $3.25. Last August the quarterly 
rate was raised to 60 cents per share, although an 
extra of only 15 cents was declared. Net earnings 
of $2.82 per share during the first half of 1948 indi- 
cate that payments for the full year will at least 
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equal those of a year ago. Over the longer term, the 
chances seem strong that further earnings gains 
will be achieved, to be followed by increased divi- 
dend liberality in some form. The yield of 5% at 
recent price of 65 for the shares seems in line with 
their investment stature. If this company continues 
to grow as expected, there is also room for price 
appreciation during the intermediate term. As is 
the case with all of the shares listed in our table, 
however, it would be wise to time acquisitions to 
the regular market advice furnished by our Maga- 
zine. 

Retail distribution of low-priced merchandise 
with popular appeal lends an element of stability 
to business of this character during hard times. 
Some of the well established concerns in this field 
additionally have well marked growth potentials 
based upon expanding population. An outstanding 
example in this category is S. S. Kresge Company, 
with its nearly 700 stores offering a wide variety 
of merchandise mainly priced from 5 cents to $1. 
During the last two decades Kresge volume has 
risen from $156.6 million to-a 1947 level of $207.6 
million and except during war years net earnings 
averaged close to 7% on the expanding sales. Last 
year this figure stood at 7.69%. The company’s ag- 
gressive merchandising policies have lifted its pasi- 
tion to a point only second to Woolworth. 


Planning New Outlets 


Looking ahead, it should be realized that though 
a consistent elimination of unprofitable stores has 
tended to reduce the number in operation during 
recent years, Kresge now plans to reverse the trend. 
During 1948 the company expected to establish 16 
new stores compared with only 2 to be terminated. 
The promising outlook for industrial expansion in 
Canada has led Kresge to exploit markets in that 
country.as well as in the United States; at latest 
reports 61 Kresge stores were operating profitably 


across the border. S. S. Kresge shares at 36 provide 
a yield of 6.2% based on last year’s dividends and 
the recent declaration of a 50 cents extra assures a 
6.9% return for the current year. In view of the 
firmly entrenched position of this concern in care- 
fully selected locations, it continued growth seems 
certain, while the outlook for stable dividends is 
bolstered by uninterrupted payments during the 
last 36 years. 


Popularity of Plywood 


Plywood products have lept spectacularly into the 
competitive arena as a result of their market devel- 
opment in war years, when they found ready accept- 
ance because of their strength and manifold utility. 
Improvements in construction and finish, along with 
scarcity of competing materials, has created a post- 
war demand far in execss of capacity, despite sub- 
stantial expansion programs undertaken by several 
units in the industry. As matters now look, ply- 
wood has won a spot for itself in the economy from 
which it cannot be easily shaken, with an outlook 
for strongly sustained growth. 

Among leaders in this field, U. S. Plywood Corpo- 
ration has-established a record for successful prog- 
ress that foretells further gains. The company was 
incorporated in 1937, through the consolidation of 
three predecessors with relatively modest sales and 
earnings. During 1938 the new concern reported 
sales of $3.9 million and net income of $205,000. 
In war years volume soared to an average around 
$20 million and net earnings to an average of about 
$900,000. By the end of fiscal year ended in April 
1947, sales has risen to $43.6 million, only to expand 
to $62.5 million in fiscal 1948. The company’s net 
income in this latest period climbed to a record high 
of $7.6 million, equal to $5.28 per share, and in the 
July quarter was at an annual rate of $6.28 a share. 

What makes the growth potentials of U. S. Puly- 
wood especially interesting (Please turn to page 98) 
















































































Financial Data on Selected Growth Companies* | 
Net Sales Net Per Share Price- 
($ Million) 6 mos. Div. Div. Current Earnings 
1929 1937 1941 1947 1946 1947 1948 1947 Yield Price Ratio 
Abbott Laboratories $ 9.5 $ 16.7 $ 59.6 $5.79 $5.46 $2.82 $3.25 5.0% 65 11.9 
Borg-Warner . 90.0 119.4 258.4 3.66 10.20 6.10 2.05 3.4 60 5.9 | 
Celanese Corp. . 34.0 71.5 181.1 2.36 3.83 3.49 1.30 3.9 33 8.6 | 
Consolidated Natural Gas 53.7b 94.2b 4.62 4.53 3.24 2.00 4.5 ad 9.7 | 
Flintkote Company ........ 15.2 212 73.6 2.79 6.27 3.04e 1.50 4.8 31 5.0 | 
Food ‘Machinery & Chemical... a 5.5 11.9 13.5 Te 3.21 4.49 2.85 1.00 2.9 35 7.8 
Hercules Powder . Ss eee 44.6 85.6 131.3 3.03 4.75 2.09 2.00 4.2 48 10.1 
4| Hooker Electrochemical BA 20.2 2.21 2.45 2.67 ¢ 1.10 3.8 29 11.8 
International Business Mach. 31.8 62.9 144.5 7.49 9.40 5.52 3.42 2.4 145 15.4 
Kresge, S. S..... ee .. 156.5 155.2 176.1 270.6 4.00 3.79 Ree 2.25 6.2 36 9.5 
Monsanto Chemical ....... 1 as 33.2 63.8 143.4 2.07 3.59 1.73 2.00 39 52 14.4 
Panhandle Eastern Pipe Line es 9.7 17.7 30.4 4.40 4.49 2.44 3.00 4.5 66 14.7 
Phillips Petroleum ...... 5t.Ib 118.7 b 142.4b 298.3 b 4.60 6.76 6.03 2.50 39 64 9.5 
SE | ce ce 33.9 47.7 130.7 3.59 3.09 1.94 2.00 6.1 33 10.6 
URS SS 4.3 9.2 62.5 3.71 5.28 1.57 f .80 2.8 29 5.5 
*—All figures adjusted for stock splits and stock dividends. c—Nine mos. ended Aug. 31. 
a—Food Machinery only. e—28 weeks ended July 17. 
b—Gross revenues. f—Quarter ended July 31. 




















78 


THE MAGAZINE ‘OF WALL STREET 





ae teed ee a lk et eh OO eee ee OS OO Oe =" 





id 
2d 


d 
it 


id 
ot 
h 


ie 


yo 











Today’s Inventory Trends 
from INVESTORS Viewpoint 


By GEORGE W. MATHIS 





rice fluctuations that de- 
velop into sudden and prolonged downtrends for goods and 
commodities confront business of every description with its 
most serious hazard. Unlike investors or speculators holding 


‘securities outright and not forced to accept paper losses, 


manufacturers and merchants must continually process and 
dispose of their inventories regardless of the impact on 
their profits. Because of this fact, investors, bankers and 
managements alike are eyeing current inventory statistics 
with unusual caution, for the dollar figures have soared 
to significant heights. 

The inflationary boom experienced throughout the econ- 
omy in postwar, attended by steadily increased output, 
higher sales and advancing prices, has encouraged the 
accumulation of inventories at an unprecedented rate, espe- 
cially in terms of dollar values. According to the Depart- 
ment of Commerce, total business inventories at the end of 
August reached a peak of $52.6 billion compared with 
$46.4 billion a year earlier and only $26.4 billion at the 
beginning of 1946. To accept this evidence that inventories 
have approximately doubled in the course of 214 years, as 
a threat to economic stability, however, does not necessarily 
follow. Controversy over this subject has increased of late, 
with some leading bankers warning of numerous business 
failures that might follow a sudden drop in prices, while 
equally conservative business men maintain that in rela- 
tion to sales the present level of inventories is, if anything, 
lower than normal. Undeniably there is a measure of truth 
in both of these arguments. 

The difficulty of reaching valid conclusions as to inven- 
tory dangers in weighing any over-all statistics is their 
tremendous complexity when broken down, and the irra- 
tionality of comparing current conditions with those of any 
former period. In the complicated chain of production and 
distribution, weak spots may develop in any link from un- 


‘due inventory accumulation, from manufacturers to whole- 


salers and down to the retail level. The character of goods 
involved, whether durable or non-durable, distinctly in- 
fluences the medium term picture. 

In other words, if a downtrend in prices develops, not 
only who is left carrying the bag but the contents of the 
bag as well will determine the severity of possible reper- 
cussions. With our population increasing at a rate of 1.8 
million annually and the overall economic potential on an 
entirely new plateau, it is not logical to point to inventory 
losses of $4.4 billion incurred by corporations in the early 
1930s, or some $600 million lost in the same way in 1937-38. 
Only actual experience and time can develop dependable 
figures in the event of a forthcoming price readjustment. 


Problems Vary Individually 


Aside from these complications, inventory problems vary 
greatly with individual concerns. A recent study by Dr. 
Moses Abramovitz made for the National Bureau of Eco- 
nomic Research points out that when a downturn in the 
business cycle comes and production declines, the propor- 
tionate contraction in inventories tends to lag more than 
six months, as concerns manufacturers. As production falls 
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off, inventories conversely rise for quite a 
while, only to decline when output is eventu- 
ally stepped up. This authoritative source 
also points out the varying kinds of inven- 
tories, including raw materials, goods in 
process and finished items, all of which exert 
different influences during economic changes. 
It must therefore be realized that statistics 
involving industry as a whole or its segments 
require substantial qualifications when ap- 
plied to an individual enterprise. More im- 
portantly, perhaps, is the manner in which 
the complexity of inventory problems puts a 
test upon managerial efficiency in curbing 
losses when prices and volume starts to 
tumble. 

In the broad picture, however, Department 
of Commerce statistics reveal some inter- 
esting facts. Astronomical as $52.6 billion 
of business inventories may seem at the end 
of August, total business sales were around 
$35 billion, thus indicating that inventories 
represented just about six weeks’ sales. Al- 
though the normal rate of turnover varies 
greatly with different forms of enterprise, 
this over-all relationship between inventories 
and sales volume would have been accepted 
as wholly appropriate by prewar standards. 
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But with pinnacle prices forcing business loans to 
a recent high of over $15 billion by member banks 
alone, the very magnitude of current inventories 
could invite danger unless later price recessions 
prove very moderate. The higher the base of prices 
and debts created to finance inventories, the more 
vulnerable to financial difficulties must industry be 
when boom times end. : 

In scanning trends in the manufacturing group, 
as distinguished from wholesalers and retailers, the 
Commerce Department’s revised indexes throw con- 
siderable light. Taking an average 1939 month as 
100, total manufacturers’ sales for July stood at 
306 and inventories at 281. Here again we find a 
conservative relationship. Broken down into the 
broad categories of durable and non-durable indus- 
tries, sales and inventories of the former were 331 
and 289 respectively, with 291 and 274 for the pro- 
ducers of soft goods. In both instances it is appar- 
ent that volume has climbed faster than inventory 
accumulations, though less so, relatively, in the soft 
goods group. e 

What seems to count strongly in appraising these 
relative gains is that producers of durables, though 
seemingly more expanded inventorywise, enjoy bet- 
ter prospects for continued high level sales than 
makers of non-durables. Consumer resistance to 
high prices shows signs of hampering sales by the 
textile and even food industries, not to mention 
shoes and leather goods, beverages and similar 
forms of enterprise. In support of this premise the 
new order indexes of the Commerce Department 
reveal that as of July, non-durable backlogs had 
dropped to 217 compared with 301 for durables, the 
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former only 4 points above a year earlier while new 


orders for durables were up by 40 points. 

The insatiable demand for metal goods of all 
kinds, especially those involving electrical machinéry 
and equipment, transportation, pipe, agricultural 
and construction equipment tends to minimize in- 
ventory problems for this group of producers. For 
several years to come it looks as if their prices 
would be held firm by basic supply and demand 
factors and that producers of all metals and their 
fabricators will be safe in carrying large inven- 
tories. In other words small danger exists that in- 
ventory losses will be incurred by this large division 
in the foreseeable future. 


Non-Durable Industries and Retailers 


For this reason, it seems wise to narrow our dis- 
cussion to producers and processors of soft goods, 
along with general retailers, for large crops, ex- 
panded capacity, competition and changes in con- 
sumer preferences are now intensifying their in- 
ventory risks. In such lines, inventory problems and 
their inherent risks are being studied closely and 
in this endeavor, bankers all over the country are 
lending a helpful but stern hand in studying appli- 
cations for credit. Confidence remains strong that 
the economy faces no “bust” nor anything approach- 
ing a drastic reversal of the price trend but there 
are undoubtedly many weak spots where red ink 
and perhaps failure could result if price readjust- 
ment problems became serious and inventories ab- 
normally burdensome. 

Large as the August gain of $907 million in total 
business inventories was, it should be realized that 
the approaching Christmas holiday season was 
largely accountable. Retail inventories swelled by 
about $400 million in stocking up for the peak sales 
period, wholesalers added about $300 million, while 
manufacturers swelled the total by about $200 mil- 
lion. Furthermore the August increase was largely 
accounted for by clothing, general merchandise and 
building materials. Considering the current higher 
price levels, the advance in consumer income and 
the broadened lines of goods now available, the 
main significance of these gains is that they denote 
a degree of seasonal pipeline filling. The $30.4 bil- 
lion inventories held by manufacturers represented 
a gain of 11% for the month, while wholesale in- 
ventories of $8.2 billion and retail stocks of $13.9 
billion both climbed by approximately 16%. This 
shows that merchandise stocks have not yet begun 
to back up in the factories in any major degree; it 
likewise indicates that distributors have tended to 
extend themselves rather liberally. 

On the appended table we list a substantial num- 
ber of concerns producing such items as foods, tex- 
tiles, shoes, beverages and pharmaceuticals, along 
with chain store and mail order distributors. In each 
case we show inventories, inventory reserves where 
reported separately, current assets, sales and the 
percentage of inventories to current assets and sales 
volume. A study of these statistics will reveal wide 
variations among concerns in the different groups 
and among individual concerns with closely similar 
activities. It is interesting, accordingly, to examine 
these situations, to weigh how their respective man- 
agements have taken steps to fortify themselves 
against too heavy inventory accumulations, and to 
ascertain if possible why managerial policies seem 
to vary in this respect. 

The textile industry in recent months has been 


THE MAGAZINE OF WALL STREET 










all 


ral 
in- 
‘or 
ces 
nd 
eir 
n- 


on 


1] 


ee ae aes a re 










‘none seems needed under the 


characteristically sensitive to a decline in consumer 
demand, though a pick-up has now become evident. 
Reluctance of store buyers and wholesalers to place 
forward orders or to expand inventories brought a 
decline in cloth prices and to avoid overstocking, 
output was reduced by many of the cotton mills. It 
is thought that inventories at all levels were rapidly 
lowered by this process. The rayon division, on the 
other hand, has not yet succeeded in meeting de- 
mand, nor is expected to do so for some time to 
come. 

On our table we show three textile manufacturers, 
Pacific Mills, Burlington Mills and Textron, Inc., all 
of whom produce cloth from various fibers. Of this 
group, Burlington Mills seems to have the strongest 
position as to inventory, turning it over about 7 
times annually and with inven- 





$1.5 million from reserves and a $4 million tax 
credit to end 1947 in the black. As of June 30, 1948, 
inventories had risen seasonably to $36.4 million 
compared with $25.8 million as of December 31, 
1947, representing 68% of total current assets, but 
undoubtedly were in good balance and attuned to an 
upturn in sales. As contingency reserves were re- 
duced to only $500,000 and further tax credits are 
improbable, the company’s position would be less 
comfortable than formerly if inventory problems 
again should become acute. 

The inventory position of leading retail chains 
reffects conservative policies as a rule. The expert 
buyers in this field keep a firm finger on the pulse 
of consumer demand and changing preferences, and 
as a result of last year’s (Please turn to page 97) 








tory values representing 39% 
of current assets. The latter 
factor reflects record working 
capital and an exceptionally 





strong backing of cash hold- 
ings. While Burlington carries 
no special inventory reserve, 








circumstances. Furthermore, 
efficient cost: controls have en- 








abled this concern to operate 
profitably during the most de- 
pressed periods. As a leading 
producer of rayon and mixed 
textiles, Burlington is experi- 
encing a demand that lends ad- 
ditional confidence to its inven- 
tory position. 

Pacific Mills, outstanding in 
the cotton textile industry, held 
an inventory equal to about 
three months sales at the end 
of 1947, while 59% of current 
assets were raw materials, 
goods in process or finished 
items. Though no special re- 
serves against inventory losses 
is carried on the books, $9 mil- 
lion contingency reserves in- 
clude allowance for them. The 
management has cautioned 
stockholders that the risk of 
loss from inventory has been 
substantially increased by in- 
flationary factors, but reten- 
tion of large earnings has 
pushed working capital to 
record heights besides fully 
financing the company’s post- 
war expansion program. 

How suddenly an unbalanced 
and top-heavy inventory can 
bring losses to a merchandise 
wholesaler is well shown by the 
experience of Butler Brothers 
in 1947. This concern reported 
about $11 million profits from 
wholesaling in 1946, only to 
lose about $5 million in this 
division the following year, 
mainly due to inventory mark- 
downs. The retail division, 
though, earned $1.3 million last 
year and the company utilized 
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Inventories, and Their Relation to Current Assets and Sales 
Invent- Invent. Current* Net? Inventories as ne of 
ories Reservet Assets Sales Current Net 
$ million Assets Sales 
AT CONGR as caieics iacce Sinesdess $ 52.8 4 $117.4 $392.2 45% 13% 
Amalgamated Leather .......... 2.4 ata 3.9 10.1 62 24 
American Distilling .................. 9.3 ae 15.2 10.6 61 88 
American Hide & Leather.... 5.2 2 7.3 20.1 71 26 
American Stores ..................0... 43.9 1.5 56.1 388.6 80 iW 
Archer-Daniels-Midland .......... 44.4 5.7 64.8 307.9 69 15 
Pe Ge Gia vcnvcccssseniccenceessecs 175.2 17.5 266.5 1,956.5 66 9 
Associated Dry Goods.............. 15.4 ao 38.4 142.3 40 iB 
Beatrice Fodos ...................... : 4.5 5 19.1 181.7 24 2 
IIE fai Cexkocckesnecescecsdssenss 11.4 eae 36.4 105.3 31 11 
MN inno cuscnsuvockivedudessantase 48.9 5.0 122.1 602.9 40 8 
Burlington Mills ...................... 41.6 nes 106.6 269.4 E 39 15 
Butler Brothers ....................5 36.4 as 53.5 140.5 E 68 26 
Colgate-Palmolive-Peet .......... 37.8 6.0 62.2 223.6 E 61 17 
Corn Products Refining............ 12.8 ees 74.8 196.7 17 7 
Cudahy Packing ...................... 47.6 5.5 67.4 572.7 71 8 
Endicott Johnson .................. } 42.6 18.0 61.9 147.4 E 69 29 
First National Stores................ 26.6 2.4 35.5 315.9 75 8 
General Foods ....................... 100.3 146.9 407.2 68 25 
MII UR padcidcaiictsyssenieenss<t 41.6 61.1 228.6 68 18 
Great Atlantic & Pacific Tea... 186.2 268.7 2,545.6 69 7 
IN Boi oiccscciccncsecs contacseont 13.7 pee 22.8 94.2 60 15 
International Shoe .................. 45.8 of 82.5 230.8 E 55 20 
Interstate Dept. Stores........... 10.1 15.3 61.6 66 16 
Lambert Company .................. 4.2 9.8 26.7 43 16 
IMI GUO Secicieisescncccsssceseces 11.7 a 25.8 107.3 45 WW 
Libby, McNeil & Libby............ 28.5 1.8 55.8 145.4 51 20 
Manhattan Shirt ...................... 10.8 14.8 30.3 E 73 36 
May Dept. Stores.................... 36.2 109.9 358.0 33 10 
PROG Ore GROIOS oo 50055060006005....., 11.9 27.1 91.2 da 13 
McKesson & Robbins................ 59.4 tees 96.7 352.7 62 17 
Montgomery Ward ................ 309.1 26.0 _ 505.9 1,121.8 61 28 
National Dairy Products.......... 72.1 Seas 153.2 897.3 47 8 
National Distillers .................. 93.1 164.6 395.4 57 24 
UII desussdvutrecsisniessesces 8.9 13.3 47.2E 67 19 
NMewherry, 3: Boicc..c.iccccscccsese 17.1 32.2 117.8 53 15 
III feces enssincsacecsesccnncs 21.8 36.9 90.6 59 24 
eS 20.0 28.3 52.1 71 38 
INE III cece ccesicscnsedénesdses 5.7 11.4 45.4 50 13 
Py Be Gonna ces ccctncesesisssscese. 201.4 227.7 890.0 89 22 
I BID ons ciscncnccccencscencs 74.1 96.9 1,037.8 77 7 
Sears Roebuck .................00 351.0 528.6 1,891.5 66 18 
Standard Brands .................... 67.5 100.3 276.1 67 24 
Stokely-Van Camp .................- 27.4 ates 43.7 95.1 63 29 
I ih dance ccakenci pcesiaccass 137.5 S7 281.7 2,248.7 49 6 
WIM ORE ici. nex dey <acsdvaseasacesascveesse 25.5 3.0 42.2 113.6 E 61 23 
eee 8.0 4.7 17.2 32.4 46 25 
Wesson Oil & Snowdrift.......... 28.1 mre 58.9 218.5 E 48 13 
PON OE iis do ca cesevccaceasscisavecee 53.4 5.0 90.7 738.3 59 7 
[, e 84.1 173.6 593.3 49 14 
*—Latest reported. 
*—for 1947 or 1948 fiscal year. 
E—Estimated Sales for 1948—part-year sales projected into full year. 
t—Many companies that do not carry an inventory reserve have a general or contingency reserve. 























Weny of our readers, to judge from our 

incoming mail, appear to be concerned over the 

| market behavior of certain of their stocks. Above 

average market weakness, or the inertia displayed 

by some stocks during periods of general market 

| recovery arouse apprehension lest hidden adverse 

factors may be accountable. Concern in such cases 

is natural, though not always warranted by the 
facts. 

Stock quotations, like many other so-called yard- 
sticks, may or may not fully reflect changes in the 
underlying conditions that make or mar the prog- 
ress of a given concern. This is especially true in 
times like the present when speculative interest in 
the general market is decidedly lacking. For an 
investor without up-to-date information as to what 
may be going on behind the scenes, the really dis- 
turbing element is doubt as what, if any steps 
should be taken to strengthen his portfolio. Should 
a paper loss be taken or should he “average” his 
loss? A discussion of a few stocks about which we 
have many inquiries, accordingly, may help some 
of our readers in reaching individual decisions. 

Stockholders in Columbian Carbon Company or 
prospective new buyers of these shares seem to 
wonder why current quotations should continue to 
hover around 32, only two or three points above 
the low for both 1947 and 1948. A yield of 6.3% on 
the shares of a concern that has paid dividends 
without a break for 32 years past apparently has 
stirred little interest among seekers of liberal and 
dependable income. Back in 1946 these shares com- 
manded a peak price of 48 and topped 39 at one 
time in 1947; during the current year they have 
sold as high as 3714. Are there any obscure reasons 
why the shares should not display greater price 
strength? 

In general it should be realized that under cur- 
ren market conditions there are plenty of sound 
shares available with equally if not even more 
attractive yields than Columbian Carbon. The 
European crisis and uncertainties here at home have 
depressed prices for so many good stocks that their 
fundamentals often have carried relatively little 
weight; but in due course these are likely again to 
become major price determinants. Though an above 
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average yield sometimes signals potential dividend 
instability, this does not apply under. present cir- 
cumstances necessarily, or at all in the special case 


quarterly dividend of Columbian Carbon has ample 
earnings coverage, with good prospects of con- 
tinuation. 


bide has been quite impressive, and due to a $25 
million expansion program the company has become 
the dominant unit in its field. In producing and 
selling more than 331 million pounds of carbon black 
last year, along with some 63 billion cubic feet of 
natural gas, the company achieved record net earn- 
ings of $3.75 per share. During the first half of 
1948, net income equal to $2.18 per share was re- 
ported, though non-recurring profits of $686,000 
helped to raise the total. It is true that sales of 
carbon black to the rubber industry may be less 
than a year ago, but they are expected to level off 
very satisfactorily. Additionally, the company is 
strongly entrenched in markets consuming large 
quantities of carbon blacks for pigments, enamels, 
carbon paper and the like, while the outlook for 
profitable sales of natural gas never was brighter. 
All said, it looks as if holders of Columbian Carbon 
shares have nothing to worry about the company’s 
outlook, and that acquisitions can be made with 
considerable confidence on any further price weak- 
ness of the stock. Long term appreciable potentials 
for the shares seem rather clearly marked, if proper 
timing of purchases is observed. 


Bohn Aluminum & Brass 


Bohn Aluminum & Brass shares, recently selling 
at 26 for a 1948 low, seem to have disturbed many 
of our readers by their drab market performance. 
From their 1948 high of 3734, the shares have 
gradually declined rather significantly; since they 
sold at a peak of 99 last year, this downtrend has 
been still more marked. For many years past this 
concern has operated largely as a foundry, supply- 
ing unfinished parts to numerous customers in the 
automotive, building, refrigerator, plumbing, air- 
craft and vacuum cleaner industries. Though year 
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to year earnings have been variable, Bohn Alumi- 
num has managed to pay some dividends steadily 
since 1925, with an average of about $1.50 per share 
annually from 1939 though 1947, and during several 
war years as much as $3. Distributions in 1947 were 
reduced to $2 per share and further restricted to 
25 cents quarterly thus far in 1948. 

In contrast to net earnings of $4.66 per share in 
1946, this concern was able to report only 54 cents 
per share earned in 1947 and 29 cents during the 
frst half of 1948. Prolonged strikes a year ago and 
shortage of natural gas to fuel Government owned 
plant was responsible for last year’s poor showing, 
and early this year rising costs narrowed profit 
margins severely. It is understood, however, that a 
midsummer lift in prices plus larger sales have 
improved matters and that third quarter earnings 
may reach about $1 per share. Early in 1948, Bohn 
Aluminum cancelled its lease on its unprofitable 
Government plant after losing some $600,000 on it 
during 1947. 

Freed from this burden and with operating con- 
ditions improved, it is quite possible that full year 
earnings may amply cover the current quarterly 
dividends and that henceforth more normal prog- 
ress may bé expected. Everything considered, we 
believe that these shares should be retained where 
their sale would involve a loss. The long dividend 
record also attests to good management during poor 
jyears, and suggests that at recent prices for the 
ishares, unfavorable factors have been rather 
‘liberally discounted. 
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Mack Trucks 


Although most of the automobile shares have dis- 
played relative strength during 1948, marked by 
substantial recoveries from their iow marks for the 
year, Mack Trucks, Inc. has been an exception to 
the general rule. Mack shares that earlier sold at 
27%, were recently quoted at their 1948 low of 1814, 
and a number of our readers are seeking an explan- 
ation. In general the answer seems to be that the 
record demand for heavy trucks that pushed the 
company’s sales and net earnings to record heights 
in 1947 appears to be subsiding. During the first 
quarter of 1948, boom conditions still prevailed but 
operations in the following period were less favor- 
able. At that, sales for the first half were 7.1% 
higher than in the same period of 1947, though ris- 
ing costs reduced net earnings to $1.64 per share. 


exceed $3 per share compared with $5.52 a year | 
earlier. 

It would seem that the company’s problem hinges 
on the ability to overcome the handicap of high 
break-even points now that unit output may no 
longer equal last year’s record. As an outstanding 
specialist in its field, the company has established 
an exceptionally commendable record by reporting 
profits during depressive periods that certainly are 
not yet in prospect. An unbroken dividend record 
extends back to 1922. The demand for light trucks 
is still insatiable, and abnormally strong for buses. 
Furthermore, world demand for heavy trucks and 
haulers should remain far above prewar, particu- 
larly if military programs expand. Confidence of 
the management in the outlook is reflected by plans 
to spend some $2 million for additional facilities. 
On balance, it is difficult to envisage anything really 
disturbing, for the 50 cents dividend seems in little 
danger. On the other hand, until present uncertain- 
ties become clarified, market action of the stock may 
continue subdued. Over the longer term, though, 
there seems room for price appreciation from cur- 
rent levels. 

Shares of Yale & Towne Manufacturing Company 
have exhibited volatility during 1948, with a range 
of high—343,, low—26. Recent price of 2734, less 
than two points above the low, has seemingly proved 
rather discouraging to some investors. In examining 
the fundamentals of this concern, considerable re- 
assurance is warranted in our opinion. It is true 
that despite a 18% gain in sales for the first half 
of 1948, net earnings were slightly lower for the 
period, or at an annual rate of $4.60 compared with 
$5.85 for 1947. But the management has attributed 
this dip mainly to higher promotional and research 
expenses and has pointed out that a valid adjust- 
ment of inventory values would have pushed net 
earnings up from reported levels. Quite possibly, 
full year earnings may prove comparable to the 
$5.85 per share reported last year, or at least only 
moderately lower. 


Yale & Towne 


The improved outlook for the building industry 
suggests continued good business for this strongly 
entrenched producer of locks and hardware. Only a 
few months ago, Yale & Towne completed a modern 
new plant for its lock division, large enough to 
handle eventually all its activities in these special- 
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Percentage 


On the general market trend 
this column is non-bullish, rather 
than bearish—and it is not trying 
to kid you with a mere play of 
words. In short, it has a definite 
conviction that the upside poten- 
tial is small; and, specifically, that 
the June recovery high in the Dow 
industrial average is unlikely to 
be topped this year. It does not 
have an equally strong conviction 
as to the market’s vulnerability 
on the down side. Leaving off the 
fractions, the range this year to 
date has been 165-193. The range 
since June has been 193-176. As 
we write, the average is appre- 
ciably above the half-way mark in 
the year’s range; and hence the 
“percentage” is to use periods of 
rally to build up cash reserves. 
Whether the market will be a buy 
when, and if, it works down into 
the lower area of the year’s range 
is something to be decided later. 


Dividends 


In the aggregate, dividends are 
still slowly rising. The favorable 
changes in the month of Septem- 
ber exceeded the unfavorable ones 
by about eight to one. There were 
increased rates in the case of 27 
companies, extras by 108, initial 
payments by 27, resumption of 
payments by 5. On the other hand, 
14 companies omitted dividends, 
and 5 reduced rates. The dividend 
picture is good enough to lend 
some support to the market by 
discouraging general investment 
liquidation. It is not good enough 
to stimulate much fresh demand. 
The present average yield on 
more or less typical industrial 
stocks is about 5.6%, which com- 
pares with yields of 3% to 3.5% 
at bull-market highs and 8% to 
10% at bear-market lows. It is a 
medium yield, in short; and con- 
siderably less than alluring tonew 
investment money under the un- 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Avery {B. F.) BR BOns.............00ic0e.csnseeccenes 


1948 1947 
Year June 30 $3.04 $2.60 
Year June 30 7.47 4.88 
Year July 31 1.20 88 
12 mos. August 31 6.52 4.77 
6 mos. July 31 1.01 51 
52 weeks July 31 4.39 2.71 
9 mos. September 30 3.79 2.36 
9 mos. September 30 = .89 -66 
Year June 30 2.35 2.09 
9 mos. August 31 3.02 1.47 
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certainties that now have to be 
allowed for in both foreign affairs 
and in our domestic politico-eco- 
nomic outlook, not.to mention the 
slice that comes off for taxes. 


Oil Price 


Up to this writing, no major 
oil company has gone along with 
the 35-cents-a-barrel price boost 


for crude oil initiated some days} 


ago by Phillips Petroleum, al- 
though several small ones have. 
This anomaly cannot last long, 
and might even be ended before 
you read these lines. If any im- 
portant buyer of crude meets the 
price, the increase will no doubt 
spread through the industry pretty 
rapidly, further raising earnings 
which are already large. If all the 
big companies resist the move a 
little longer, the chances are that 
Phillips will fall back in line 
They seem clearly right in believ- 
ing that there is no economic 
justification for another round of 
higher oil prices. Crude supply is 
now adequate for indicated de- 
mand, barring war; and undis- 
tributed profits, plus other in- 
ternal funds, are sufficient to pay 
for the great bulk of expansion 
needs. Having reacted very sharp- 
ly from the year’s highs—all-time 
highs in most cases—the oils were 
ripe for a good technical rally; 
and the Phillips price boost served 
as the tangible excuse therefor. If 
the boost becomes general, oil 
stocks will rally further. This col- 
umn doubts that the group will 
top its June high. It continues to 
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think that oils should be appraised 
on an individual basis, putting 
heavy weight on dividends be- 
cause stockholders will get no 
more than a modest portion of 
earnings in any event. 


Threat? 


Speaking of oil, the average 
per-barrel production cost in the 
Mid-East fields is probably the 
lowest in the world and certainly 
very far under that in this coun- 
try. When the tanker-run distance 
is cut by completion of pipe lines 
to the Mediterranean over the 
next couple of years, Mid-East 
crude could be delivered profit- 
ably to the Atlantic Seaboard at 
a price much under that now pre- 
vailing in the domestic market, 
unless repressive tariff action 
were taken. A trickle of this oil 
is already coming in. When it 
swells, as it seems bound to do, 
the bulk of the domestic industry 
will howl for protection and per- 
haps get it, despite the fact that 
lower oil-product prices would be 
in the interest of consumers, and 
the further fact that the strateg- 
ic interest of the nation probably 
would be served by utilization of 
cheaper foreign oil and conserva- 
tion of domestic reserves. The 
competition of Mid-East oil and 
what the Government will do 
about it are major uncertainties 
in the longer-term oil outlook, in 
this column’s view. Those who 
0 la it are whistling in the 

ark. 


Both Ways 


Standard Oil of California, 
Texas Company, Socony-Vacuum 
and Standard Oil (New Jersey) 
have tremendous stakes in Mid- 
East oil. They will benefit, wher- 
ever the oil is sold. This column’s 
preference is for the first two. 
The huge capitalization of Socony- 
Vacuum (over 31 million com- 
mon shares) makes it a sluggish 
market performer. A decidedly 
important portion of Jersey’s 
present total earnings come from 
Creole Petroleum, operating in 
Venezuela. It is this column’s no- 
tion that with respect to Amer- 
ican property interests, Vene- 
zuela and all of South America 
are less “reliable” than the mid- 
East on a long term basis, partly 
because our Government is much 
more likely to “go to bat” for 
these interests in the Arab world 
than among our so-called “good 
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neighbors”. As we have pointed 
out before, Standard of California 
and Texas are conservatively 
priced on domestic earnings alone, 
which largely exceed their divi- 
dends. 


Example 


Argentina was once regarded 
as the safest place in South 
America for foreign capital. We 
do not need to tell you what has 
happened there. Swift Interna- 
tional for many years was a far 
better and more stable dividend- 
payer than any domestic meat- 
packer stock. It is now a radical 
speculation. The recent low of 
1234, is the lowest price since 
1933, when it sold at 7. What’s 
the outlook? Ask Dictator Peron. 


Hedge 


United States Tobacco, the 
largest maker of snuff, has paid 
unbroken and generous dividends 
since 1912. Since finances are 
strong and expansion is, and long 
has been, out of the picture, prac- 
tically all earnings go to stock- 
holders. As compared with pre- 
war, profits have been cut by in- 
flated costs in which tobacco is 
the big item. But on unchanged 
sales the management found ways 
to boost earnings last year to 
$1.26 a share, from $1.11 in 1946, 
the first gain since 1940. The 
earnings exceed the dividend, 
which is now $1.20 a year, for the 
first time since 1943. If you think 
that inflation is over the hump, 
and that present support prices 
for farm products, including 
tobacco, will in due time be low- 
ered, this stock is a conservative 
investment buy, for it is about as 
good a “deflation hedge” as you 
could find. The present price of 18 
compares with 1942 bear-market 
low of 1514 and with 1334, even 


in the panic year 1932. It sold as 
high as 32 in 1945 and above 30 
in each of the eight years 1934- 
1941. There no longer seems to be 
much risk of even a slight shav- 
ing of the $1.20 dividend, which 
offers a current yield of 6.6%. 
The stock is very slow—but even 
snails can move a goodly distance 
in a year or two. 


Specialty 


American Seating is one of the 
minority of companies which 
would be hurt not at all by some 
recession in general business. In 
fact, it would be helped to the 
extent that it became easier, and 
perhaps a bit cheaper, to procure 
supplies, especially steel. The 
company is a leading maker of 
seating equipment for schools and 
other public buildings, and dis- 
tributes school supplies. School, 
and other public, building is years 
behind but now rising steadily. In 
view of the large increase in child 
population since prewar, it will 
be a long time before school 
facilities catch up. Earnings of 
American Seating for 1948 will 
be somewhat around $5.00 a 
share, about double those of 1947, 
and a further gain in 1949 is vir- 
tually assured. Dividends have 
been conservative and at no reg- 
ular rate. Last year $1 was paid. 
This has already been equalled, 
with a further payment likely, 
perhaps another $1 before the 
year-end. The stock is around 25, 
a price which reflects a much bet- 
ter than average outlook, for it 
sold as low as 634, in 1942 and no 
higher than 3314 in 1946. How- 
ever, there is good reason for 
better than average market ac- 
tion to continue. 


Acting Well 


Stocks which have been meet- 
(Please turn to page 96) 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
American Cable & Radio.......................... 6 mos. June 30 def.$ .35 def.$ .09 
Cornell-Dubilier Electric ....................0....... 6 mos. March 31 .87 1.68 
Eureka Williams Corp.....................0....006. Year July 31 -24 2.05 
Monogram Pictures Corp.......................... Year July 3 def. .65 49 
National Airlines, Inc.........................0.::066 12 mos. Aug. 31. def. 2.71 def. .37 
National Pressure Cooker.......................... 9 mos. June 30 3.60 5.05 
MIAN WN ooo cards Lesudy oceans tadeeos sucess wastaanees Year July 3 2.74 5.54 
MUNIN 5 ooo reas dacotnds Se aqtacustunndvivelaosaaccenics 12 mos. July 31 9.14 11.08 
Rice-Stix Dry Goods......................cccsccesseee 9 mos. August 31 5.94 7.13 
Seqwihh, ©, Ei & Gone... 5... .cssc es. cccscness Year June 30 2.02 3.26 
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The Personal Service Department of THE MaGazINE oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





McKesson & Robbins 


“Please report recent earnings and 
financial position of McKesson & 


Robbins.” 
G. M., Redwood City, Calif. 


Net sales of McKesson & Rob- 
bins for the fiscal year ended 
June 30, 1948, reached an all- 
time high of 352,719,321, an in- 
crease of $10,446,579 or 3% over 
the pervious year. Consolidated 
net profits for the year was 
$8,796,198, not including a non- 
recurring special credit of $1,- 
635,659 arising principally from 
allowance of claims for adjust- 
ment of war-time excess profits 
taxes. This profit was after pro- 
vision of $5,926,889 for Federal 
income taxes and was equal to 
$4.89 a share on the common 
stock, after preferred stock divi- 
dends. In the previous fiscal year 
net profit amounted to $9,694,558 
after provision of $6,015,905 for 
Federal income taxes and was 
equal to $5.89 a common share 
after preferred stock dividends. 

Sales of the wholesale drug 
division, which continues to be 
the company’s main business, 
showed a_ substantial increase 
over previous fiscal year and sales 
of the liquor department con- 
tinued at approximately the same 
volume as the previous year. Sales 
of the manufacturing division 
were better than for the 1947 
period. The operations of the 
chemical division were improved 
during the year. 

Although sales volume _in- 
creased, inventories showed a re- 
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duction during the year. On June 
30, 1948, the company had bank 
indebtedness of $3,400,000 but 
this has since been paid. 

Working capital increased $4,- 
655,183 and totalled $67,664,194 
with current assets amounting to 
$96,685,632 and current liabil- 
ities $29,021,438 on June 30, 1948. 
Dividend declarations this year 
have totalled $2.40 per common 
share. 


Crosley Motors 

“Please advise on type of cars pro- 
duced by Crosley Motors, its production 
figures and recent earnings.” 

T. C., Washington, Pa. 

On sales of $25,391,627—more 
than double the preceding year’s 
volume, Crosley Motors, Inc., 
pioneer manufacturers of light 
weight motor cars reported net 
earnings of $1,496,854, equivalent 
to $2.63 per share on its common 
stock for the fiscal year ended 
July 31, 1948. 

These earnings compare with 
net income of $476,065, or 84 
cents per share for fiscal 1947. 

The company’s net, was after 
heavy amortization and capital 
expenditures totalling $1,556,107 
prior to current income, and after 
Federal income taxes of $1,156,- 
206. From profits earned on its 
record sales volume, the company 
amortized its pre-operational ex- 
pense by $389,827, amortized spe- 
cial tools and dies by $686,981, and 
charged $480,099 to current in- 
come for new tools, dies and 
equipment in connection with the 
introduction of its station wagon 










during the year. In addition, 
Crosley increased its working 
capital by $1,408,978 during the 
year, from $1,992,213 as of July 
31, 1947, to $3,401,191 as of July 
31, 1948. 

The company claims that the 
Crosley wagon is now .the world’s 
largest selling station wagon, its 
market including both passenger 
and commercial users. In addition 
to this model, the company is pro- 
ducing a sedan, convertible and 
sports utility car in the passenger 
field, and a panel delivery and 
quarter-ton pick-up truck for low- 
cost light delivery services. 

More than 55,000 cars have 
been turned out by The Crosley 
Co. since production began in 
June 1946. Barring material 
shortages, production may exceed 
this total in the next 12 months 
alone according to the president 
as 3,857 units were produced in 
August, a new output record. 

The company’s increased sales 
and earning power were reflected 
in its balance sheet figures. Cash 
and Government securities rose 
to $2,157,179 as of July 31, 1948, 
from $666,184 for the similar 
1947 date, while earned surplus 
rose from $297,906 to $1,794,760 
at the close of the year under re- 
view. Reflecting the company’s 
plant expenditure program, which 
included the purchase of a 5-story 
building in Cincinnati and the be- 
ginning of construction of a 
$500,000 addition to the Cincin- 
nati engine plant, net property 
and plant account increased from 
$1,756,729 to $2,517,858 during 
the year. Total assets, according 
to the balance sheet, were $8,675,- 
030 as of July 31, 1948, compared 
to $5,972,591 as of July 31, 1947. 
No dividends have been paid on 
this stock. 


Noma Electric Co. 
Please furnish information _as_ to 
earnings and dividends of Noma Electric 


Co. 
B.1., Sun Valley, Idaho 
Consolidated net earnings of 


Noma Electric Corporation and 
subsidiaries, for the fiscal year 


(Please turn to page 94) 
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Keeping A breast of Judushial 


« ond Company News -+ 





Westinghouse Electric Corporation has formed an 
atomic power division which will concentrate solely 
on the harnessing of nuclear enery for the produc- 
tion of useful power. The division will be available 
to undertake atomic energy projects for the United 
States Government as well as to carry on independ- 
ent studies. It will conduct research, development, 
engineering and any necessary association construc- 
tion. 


Although the impact of television is having a 
retarding effect upon the sale of expensive radio- 
phonograph combinations, prospects for the receiver 
business generally have not been impaired, accord- 
ing to Dr. W. R. G. Baker, vice-president of the 
General Electric Company. In his opinion, television 
will not kill radio and the motion pictures any more 
than radio killed the phonograph record or motion 
picture business. 


Johns-Manville Corp. has opened a new plant for 
the production of electrical insulation. R. W. Lea, 
president, states that the new type of insulation 
known as “quinterra” would make possible improve- 
ments in design and efficiency of electrical equip- 
ment everywhere. The insulating material is a blend 
of asbestos fiber and inorganic clays. Research en- 
gineers say that it is not only non-inflammable but 
its electrical properties remain essentially unaffected 
by heat even after exposure to high temperatures 
for long periods of time. 


- Passengers and guests on the Marylander, crack 
train of the Baltimore and Ohio Railroad, recently 
witnessed one of the World Series games while 
traveling at an average speed of eighty miles an 
hour. Reception was claimed to be as good as one 
finds in the average home. If future tests continue 
to be as successful, the road may make permanent 
video receiver installations on all its crack trains. 


Diesel-electric locomotives last year consumed 
only one per cent of all the petroleum products used 
in the United States, according to a General Motors 
report. The report rapped those critics who have 
singled out the diesel locomotive as one of the prin- 
cipal offenders in causing the fuel shortage. It also 
pointed out that although diesels used less than -one- 
fifth of the railroad’s oil, they performed about 19 
per cent of the work, compared with 18 per cent by 
the oil-burning steam engines. 


Du Pont is exhibiting one of the most far reach- 
ing developments in plastics since the war—the 
adaptation of polythene film as a packaging material 
for frozen and fresh foods and other perishables. 
This material is tasteless, odorless, and has no harm- 
ful effects on foods or beverages. It is also strong, 
light in weight, and can be sewed, resealed and re- 
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used. In addition, it does not become brittle at freez- 
ing temperatures and can be exposed safely to tem- 
peratures as high as 150 degrees Fahrenheit. 


The country’s longest commercial roller coaster, a 
seven-mile belt conveyor, the machinery for which 
was designed and manufactured by Hewitt-Robbins, 
Inc., has begun the two-year job of transporting 
four million tons of crushed rock used in the con- 
struction of the giant Bull Shoals Dam in Arkansas. 
The 21 belts carry rock over the rugged Ozark hills 
at the rate of 525 feet a minute. They move 650 
tons of crushed rock every hour. 


Bell and Howell Company has placed on the 
market a new revolutionary type of microfilm re- 
corder. According to J. H. McNabb, president, fif- 
teen thousand check-size documents an hour can be 
photographed by the “Filmo.” This is more than 
twice the speed of any other microfilmer on the 
market. Secret to this unprecedented speed is a 
newly-developed automatic document-feeder, which 
holds between 500 and 600 documents. 


The successful marriage of plastics with rubber, 
both natural and synthetic, to form an entirely new 
family of rubber-plastic products has been an- 
nounced by Goodyear Tire & Rubber Company. While 
the idea of using small quantities of rubber to plas- 
ticize resins is not new, using reverse proportions 
gives entirely new utility to the company’s Pliote 
resins, already well established in other fields such 
as wire insulation, flooring, paper coatings, and 
paints. 


Capital Airlines is inaugurating a radical depar- 
ture from standard airline practice by introducing 
sky-coach service between New York and Chicago 
and Pittsburgh at fares approximating rail coach 
costs. The new low fare is based on a 4-cent a mile 
rate and will amount to $29.60 between New York 
and Chicago, compared with rail coach fare of $27.30 
and pullman rate of $44.10. 


The Stewart-Warner Corporation has demon- 
statred a home receiver of radio facsimile transmis- 
sion, to sell for approximately one-half the price 
of receivers now on the market. The device produces 
printed type-matter or photographs on a continuous 
paper roll eight inches wide. 


According to Dr. N. N. T. Samaras, research direc- 
tor of Monsanto Chemical Company, sawdust and 
wood chips can be easily made back into useable 
forms of wood with only the addition of minor 
amounts of a plastic material. The resulting material 
has no grain and is therefore not subject to split- 
ting. It is also believed to have considerably better 
dimensional stability and greater water-resisting 
qualities. 
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Uncertainty about the business outlook is losing some of 
its force, though actual prospects for the next year remain 
denendent on the amount of Government spending. There is 
mounting conviction that the 
later will determine the eco- 
nomic trend, and the pattern 
of business, for the year 
ahead. And since the out- 
look favors very substantial 
defense outlays, plus possi- 
ble revival of Lend-Lease, 
few now anticipate any 
marked let-down in business 
activity in the foreseeable 
future. 

Scattered signs of weak- 
ness or irregularity in certain 
industries and price fields 
are no longer regarded as 
harbingers of a general 
downturn, Readjustments 
taking place in some sec- 
tions of the economy are be- 
ing offset by improved ac- 
tivity scribes Hes, and this 
pattern is likely to continue, 
making for considerable sta- 
bility of overall business. It 
is futile, of course, to antici- 
pate the exact weight and 
importance of these offset- 
ting factors, particularly 
those based on future pre- 
paredness spending, but it 
seems increasingly safe to 
conclude that their com- 
bined effect is almost certain 
to offset, if not outweigh, 
contracting tendencies else- 
where. At the bottom of 
course lies the deterioration 
of the international political 
situation which renders the 
need for increased military 
strength well nigh manda- 
tory from a security and pol- 
icy standpoint. 

From a purely economic 
viewpoint, this may not be 
one of the soundest founda- 
tions of future prosperity but 
it will have to be faced. To 
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Whats Qhead por Business? 
By E.K.A. 


what extent it may interfere with the piecemeal adjustment 
process now going on, if it does at all, cannot be predicted 
with asurance but undoubtedly there will be repercussions of 
this sort, depending in extent and importance on the actual 
amount as well as direction of future defense outlays. It may 
mean that we shall gradually drift into a semi-war economy 
with restoration of numerous controls, voluntary or otherwise. 
Regardless of their nature, they are bound to interfere with 
the normal production and distribution system, raising new 
problems. 

The brighter side of this picture is that any danger of defla- 
tion will once more be minimized, that confidence in sustained 
prosperity will be revived—though present-day business prob- 
lems will by no means disappear entirely. 


Undiminished Vigor 


Meanwhile business, despite cross currents, displays signs 
of undiminished vitality in many directions. National product 
and national income are setting new highs, the latter during 
the second quarter rising to an annual rate of $221 billion. 
Corporate profits increased more than any other type of in- 
come, even without counting inventory windfalls. Commodity 
price declines are unlikely to go much further, what with farm 
prices near Government support levels and with industrial raw 
material prices tending to harden still further. Retail trade is 
improving, though the rate of gain in some areas is not yet 
up to seasonal expectations. Rural purchasing power continues 
to exhibit Hitec: ORAM Exports on the other hand are de- 
clining, further narrowing the foreign trade gap, but with ECA 
now in high gear, the drop is likely to be halted, if not reversed. 

Residential construction seems to have hit its peak in August 
though September overall figures remain highly encouraging 
with the value of all construction estimated at $1.8 billion, just 
a trifle over August. A decline henceforth, reflecting restora- 
tion of the normal seasonal pattern, is indicated. 


Business Pessimism Waning 


Broadly speaking, there is every reason to assume that the 
business on hand or in sight will support the present rate of 
economic activity for months to come, possibly even a higher 
rate if the supply of labor and raw materials would permit. As 
this prospect crystallizes, the swing in sentiment away from 
the extreme caution and doubt as to the soundness of the 
business situation, so widely prevalent until quite recently, is 
bound to be reflected more broadly. The caution of the past 
however may have been all to the good. Doubtless it helped 
to maintain orderly markets and minimize speculative excesses 
and over-expansion. It has been a stabilizing and supporting 
influence for some time, and even more so during the most 
recent period of questioning of our business foundations. While 
conservatism in certain quarters may sometimes have been 
extreme, in the end it will be found that it was also salutary, 
prolonging the country’s prosperity potential. 
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MONEY AND CREDIT—Common stocks rallied since our last 
issue, but turnover was light. Bank and preferred stocks con- 
tinue to make poorer showing than the better grade equities. 
High grade rail bonds lowest, but foreign government dollar 
bonds highest, in six months. This appears to indicate that, 
despite expectations of further stiffening in interest rates and 
widely publicized strained relations between the East and 
West, investors are growing skeptical as to the imminence of 
another shooting war. Senator Taft sees no increase in taxes 
during the current fiscal year and hints that there might even 
be small reductions in excise taxes. Liquid savings in the aggre- 
gate continue to mount, though at a slackened rate. F.D.I.C. 
warns banks to heed the danger of inflated inventories before 
granting loans. The F.R.B. is now trying to obtain the Treasury's 
consent to another rise in interest rates on short-term govern- 
ment securities. If granted, this will mean another lift in cost of 
business loans for periods up to five years. 


TRADE—Department stores sales in week ended Oct. 2 were 
about even with a year ago; though they were up about 
7% at New York City during the following week. 


INDUSTRY—Business activity expanded fractionally during 
the fortnight ended Oct. 2; but the gain over last year is now 
only 3.2%, compared with a cumulative increase of 5.5% 
for the year to date. Various government supports will ease 
the economic adjustment process expected to continue next 
hea but profits will probably be smaller. A number of lines 
ave already passed the crest of the boom. Among these, to 
mention only a few, are residential construction, bituminous 
coal, cotton textiles, footwear, fuel oil, fertilizer, glass containers. 


COMMODITIES—Led by corn and cotton, farm products 
staged a mild recovery during the past fortnight. This season’s 
harvest of all crops will be about 8°, above last year. Govern- 
ment lifts grain export quotas another notch. 





The Nation’s physical volume of Business Activity during 
the fortnight ended Oct. 2 continued to recover slowly from 
its summer vacation lassitude, reaching a level 3.29, above 
last year at this time. From August to September, this publica- 
tion’s business Index receded 1!/ points to 186.8%, of the 
1935-9 average —4.3%/, above Sept., 1947. The third quarter 
averaged 187.9 —0.4 point below the second quarter, but 
5% above the third quarter of 1947. Average for nine months 
was 188.2,—5.5°% ahead of the like period last year. 

got <g 5) ey 

On a per capita basis, our Business Index for September 
registered 164.5% of the 1935-9 average, compared with 
166.4 in August and 160.3 for Sept., 1947. Third quarter aver- 
age was 165.7, against 167.3 in the second quarter, and 160.7 
for the third quarter of 1947. Nine-months’ average was 166.8, 
compared with 161.2 for the like period last year. 

"ae ee 

The growth in Department Store Sales is also showing 
less vigor than earlier in the year. For the week ended Oct. 2, 
sales were about even with a year ago, compared with a 
cumulative increase of 7%, for the year to date. At New York 
City during the following week they managed to snap back 


to 7%, above. 
*.-." © 


A number of other industries appear to have passed the 
Crest of the Boom. Among such are Glass Containers, 
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shipments of which during August were 6° under the like 


month last year. 
* * * 


Despite the 40-day-old strike of the C.l.O. Oil Workers 
Union in California, daily Crude Oil production and refinery 
runs on the West Coast have again risen to challenge the all- 
time record established about a month ago. The boost is due 
to a back-to-work movement by old employees and hiring of 
new workers. But even prior to this happy ending, supplies of 
heavy fuel oil production had so far overtaken current demand 
that spot prices in several areas have dropped well below 
posted prices. (In the statistical section of the Business Analyst, 
we have been running the pre-strike figures on stocks of gaso- 
lene, fuel and heating oil, in the absence of official up-to-date 


data.) 
* * * 


Our Export Surplus for August was the smallest in two 


years. 
* * * 


Though expenditures for new Construction in September 
were at a new monthly high, the lead over last year was only 
27%, compared with a nine-months increase of 34°/,. Expendi- 
tures for new private non-farm home building has peaked in 
August this year—three months earlier than last year. 

* * 


For the first month in over a year, Unemployment (accord- 
ing to the Census Bureau's estimate for early September) has 


(Please turn to the following page) 
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Essential Statistics 








Date 


Latest 
Wk. or 
Month 


Previous 
Wk. or 
Month 


Year 
Ago 


Pre- 
Pearl 
Harbor 





PRESENT POSITION AND OUTLOOK 








































































































MHITARY EXPENDITURES—$b (e) Sept. 0.97 1.04 1.06 1.55 

Cumulative from mid-1940 Sept. 372.5 371.6 359.4 13.8 

FEDERAL GROSS DEBT—$b Oct. 6 252.3 252.3 259.7 55.2 
MONEY SUPPLY—$b 
Demand Deposits—94 Centers. Sept. 29 46.6 46.6 47.0 26.1 
Currency in Circulati Oct. 6 28.2 28.1 28.6 10.7 
BANK DEBITS—13-Week Avge. 
New York City—$b Sept. 29 7.98 7.98 7.06 4.26 
93 Other Centers—$b Sept. 29 12.40 12.40 11,03 7.60 
PERSONAL INCOMES—$b (cd3) July 214 215 195 102 

Salaries and Wages______ |_ July 135 134 123 66 

Proprietors’ Incomes __ July 5! 53 45 23 

Interest and Dividend July 17 17 16 10 

Transfer Payments July 1 Wl Wl 3 

(INCOME FROM AGRICULTURE) July 26 27 22 10 
CIVILIAN EMPLOYMENT—m (cb) Sept. 60.3 61.2 58.8 51.8 

Agricultural Employment (cb) Sept. 8.7 8.4 8.7 8.8 
Employees, ‘Manufacturing (Ib) | Avg. 16.5 16.2 16.0 13.8 
Employees, Government (Ib). | Aug. 5.7 5.6 5.3 4.6 

UNEMPLOYMENT—m (cb) Sept. 1.9 19 1.9 3.8 
FACTORY EMPLOYMENT (1b4) Aug. 161 158 158 47 
Durable Goods Aug. 186 185 179 175 
Non-Durable Goods Aug. 143 138 139 123 
FACTORY PAYROLLS (1b4) July 360 359 322 98 
FACTORY HOURS & WAGES (1b) 

Weekly Hours Aug. 40.0 a08 39.8 40.3 

Hourly Wage (cents) Aug. 134.5 133.2 123.6 78.1 

Weekly Wage ($) Aug. 53.86 53.08 49.17 32.79 

PRICES——-Wholesale (1b2) Sept. 29 167.1 168.7 157.1 92.5 

Retail (cdib) July 195.2 1935 179.7 116.2 

COST OF LIVING (1b3) Aug. 174.5 73.7 160.3 110.2 

Food Aug. 216.6 216.8 196.5 113.1 

Clothing Aug. 199.7 197.1 185.9 113.8 

Rent Aug. 117.7 117.3 111.2 107.8 

RETAH TRADE—$b 

Retail Store Sales (cd) Aug. 10.55 10.72 9.78 4.72 
Durable Goods Aug. 327 3.19 2.53 1.14 
Non-Durable Goods Aug. 7.28 7.53 7.25 3.58 

Dep't Store Sales (mrb) Aug. 0.76 0.69 0.67 0.49 

Retail Sales Credit, End Mo. (rb2)_ | Aug. 6.79 6.68 4.92 5.46 

MANUFACTURERS’ 

New Orders (cd2)—Total___.. | July 249 265 231 181 
Durable Goods —..__EE | July 301 307 260 221 
Non-Durable Goods July 217 240 213 157 

Shipments (cd2)—Total July 306 336 270 187 
Durable Goods July 331 369 285 227 
Non-Durable Goods July 291 317 262 158 

BUSNESS INVENTORIES, End Mo. 

Total—$b (cd) July 51.7 514 449 289 
Manufacturers’ July 30.1 29.7 26.8 16.7 
Wholesalers’ July 8.0 8.1 6.7 4.1 
Retailers’ July 13.6 13.6 11.4 8.1 

Dept. Store Stocks (mrb) July 2.1 2.2 1.8 1.4 

BUSINESS ACTIVITY—1—pc Oct. 2 164.8 164.8 161.3 141.8 

(M. W. S.)—I—np. Oct. 2 187.2 187.0 181.3 146.5 











(Continued from page 89) 


failed to be smaller than a year earlier. At 
1.9 million, the number seeking work un- 
successfully was approximately the same 
in August and September this year as in 
September last year. 

. ** 


July Footwear production was 6% 
under the like month last year. Some shoe 
plants and tannieries have cut output, and 
a few have laid off help. The trouble is laid 
to heavy costs, with consumer resistance to 
resulting higher prices. A similar situation 
exists in certain textile lines, particularly 
Cotton. 

*  * * 

Above-ground stocks of Bituminous 
Coal are the largest in two years, and a 
few marginal mines are shortening work 
hours. The Coal Exporters Association of the 
United States, Inc. declares that coal ex- 
ports, exclusive of Canada, for the first 
eight months amounted to only 16.5 million 
short tons against record shipments of 31 
million for the like period last year. The 
shrinkage is at an annual rate of 21.8 mil- 
lion tons and the Association wants the 
Government to subsidize bulk shipments in 
tramp steamers to equalize freight rates 
between American and foreign owned 
freighters. The exporters also want the Gov- 
ernment to stop buying foreign coal with 
American money. 

* *  * 


Bureau of Mines figures for the first nine 
months, presented on the next page, indi- 
cate that bituminous coal production this 
year has been declining at an annual rate 
of 32 million tons, and that stocks above 
ground have been mounting at the annual 
rate of 22.4 million. These data, combined 
with the above export figures, indicate that 
domestic consumption of bituminous coal 
under the dictatorship of baron Lewis has 
been shrinking at the annual rate of 32.6 
million tons. Adding the 21.8 million tons 
Decline in Exports, it appears that for- 
eign and domestic demand for American 
bituminous coal this year will be 54.4 mil- 
lion tons, or nearly 9%, below last year in 
a period of record industrial production. 
Of course the reason for this are exhorbitant 
wage increases which have stimulated com- 
petition from cheaper sources of energy— 
notably petroleum products. 

a. 


The proposed remedy for this disease, 
you have guessed it, is more poison from 
the snake that bit them. Next year, it is 
announced, the miners will demand a 7- 
hour day and 35-hour week at the same 
take-home pay now received for the present 
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OK Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
a Date Month Month Ago Harbor 
ae INDUSTRIAL PROD.—1—np (rb) Aug. 190 186 182 174 8-hour day and 40-hour week. Of course 
- ite aE _ = pi pi i this would cut production and raise the cost 
: nee eae ee v9: er ton, hence prices, correspondingly. Coal 
sae Non-Durable Goods, Mfr. Aug. 176 169 169 151 as well camed it sobriquet, “Black 
CARLOADINGS—t—Total Oct. 2 909 908 942 833 Diamonds.”’ As a reward for this far- 
Manufactures & Miscell Oct. 2 418 413 429 379 sighted achievement in pricing coal out of 
Mdse. L. C. L. Oct. 2 112 110 122 156 the market, Baron Lewis has just been voted 
6% Groin Oa. 2 “ ” 50 43 a 100% increase in salary. Henceforth he 
hoe ELEC. POWER Output (Kw.H.)m Oct.2 5449 5,461 4,935 ~—«3,267_—=*t willl’ receive 50,000 annually, plus liberal 
se sony See, Sook: torn as ad fa oP rs extras. Union dues and initiation fees have 
aid , Prod. (st) m ct. z , 5 ; ° ° ‘ 
aren Cumulative from Jan. | Oct. 2 43.8 42.6 46.2 446 been raised correspondingly 
¢ Stocks, End. Mo Aug. 64.0 58.1 47.2 61.8 = * * 
ton While somewhat lower excise levies might 
| PETROLEUM—(bbis.) m ern ee eee ee 
sai : be authorized by Congress next year, there 
Crude Oouput, Daily Oct. 2 5.4 5.3 5.2 4.1 ‘« little h tins et eg 
Gaicline Stocks Sept. 4 95 % 86 86 is little hope tor turt er reduction in income 
— Fuel Oil Stocks Sept. 4 72 7 57 94 Taxes, except in the unlikely event that 
ce Heating Oil Stocks Sept. 4 69 66 56 55 conflicting interests between East and West 
ork LUMBER, Prod. (bd. ft.) m Oct. 2 523. 570 482 ~+632 | should be composed by negotiation. Other- 
th Stocks, End Mo. (bd. #t.) b ids 63 59 6.0 126 | Wise we are faced with prospects of rising 
‘ so i : ; ; : ; expenditures for armament, at home and 
a STEEL INGOT PROD. (st.) m Sept. 74 744 680 6.9% | abroad, 
Ist Cumulative from Jan. | Sept. 64.2 57.6 62.7 747 -- «a 
3] mrsmennen CosesTEUCTON There is little chance, however, that ex- 
‘il Cumulative from Jan. | Sept. 5446 5,276 4,357 5,692 __—| Suffice to compensate fully for a probable 
h 4 shrinkage next year in domestic capital out- 
a MISCELLANEOUS lays for new plant and equipment; so that 
In Paperboard, New Orders (st)t..- Oct. 2 209 165 234 165 contin: heiliin tn profits seems inevitable. 
es Wood Pulp Stks., End Mo. (st)t July 96 103 98 98 Peon eailoae ' d 
ed Footwear Production pairs)m July 32.8 38.4 33.9 34.8 13 Pio . valle mh sauce’ 15 ba 
Ya Cigars, Domestic Sales—m_......... | July 430 480 439 548 $ ion annually, and an extra $1.5 bil- 
+h Do., Manuf'd Tobacco (Ibs.)m....... July 179 20.3 21.0 27.6 | lion, or even $2 billion, could scarcely avert 
Whiskey Production (tax gals.) m.. July 6.7 7.6 6.8 4.0 a moderate business recession. 
b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
ne seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
{j- Data. e—Estimated. en—Engineering News-Record. !—Seasonally adjusted Index (1935-9—I00). lb—Labor Bureau. Ib2—Labor Bureau 
z (1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—NMillions. mpt—At Mills, Publishers, 
“s and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
te Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
fe 
ai THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
d No. of 1948 Ind (Nov. 14, 1936, Cl—100) High Low Oct. 2 Oct. 9 
at Issues (1925 Close—1!00) High Low Oct.2 Oct. 9 100 HIGH PRICED STOCKS___.-_- 91.84 75.27 82.85 83.82 
al 312 COMBINED AVERAGE_____ 151.9 119.0 133.5 134.5 100 LOW PRICED STOCKS_____ 182.86 135.10 155.12 155.88 
- 4 Agricultural Implements __ 240.1 178.8 203.7. ~—-207.0 6 Investment Trusts 71.6 50.0 60.8 60.5 
6 It Aircraft (1927 Cl—100)__ 193.5 134.3 «1177.2 —-'175.0 3 Liquor (1927 Cl—100)___. 843.5 637.7. 692.4 — 710.4 
1s 6 Air Lines (1934 Cl—100)_ 515.6 375.2 397.1 375.2e 9 Machinery ~~ ——————S«*&'79°.5 136.8 147.0 148.7 
oa 6A t 106.8 75.7 77.4 75.7d 3 Mail Order 125.5 89.8 106.9 105.4 
. 13 Automobile Accessories ____ 224. | 171.1 197.3 197.9 3 Meat Packing 112.7 80.9 81.2 80.9 
12 Automobil 41.3 31.4 32.8 33.1 13 Metals, non-Ferrous 189.1 138.0 161.0 163.2 
. 3 Baking (1926 Cl—I00)____ 21.9 16.4 19.2 19.6 4 Paper 48.7 34.1 40.4 41.5 
n 3 Business Machines ______ 297. 224.7 256.8 257.6 ao Petroleum) 28 oo FO 199.5 257.5 260.4 
c 2 Bus Lines (1926 Cl—100)__ 168.4 133.4 139.2 137.6 19 Public Utilities _.- ~_—«s124.9 97.8 110.2 110.4 
t S Chemicals: 2 267. 221.6 233.8 235.8 5 Radio (1927 Cl—I00)__.__ 30.6 17.8 22.6 23.1 
2 Coal Mining __— 26.9 14.7 21.3 23.3 8 Railroad Equipment 67.2 52.9 55.8 56.1 
z 4c ication 56.1 42.3 43.5 42.9 24 Railroads 30.3 20.5 26.5 26.6 
- 13 Construction occ ~ TRS 56.6 58.7 58.9 3 Realty 27.1 21.1 23.9 24.6 
7 Containers 346.0 277.4 283.8 283.8 2 Shipbuilding 140.5 102.8 133.4 138.3 
9 Copper & Brass 119.1 92.0 101.3 103.1 3 Soft Drinks 516.5 321.6 321.6d 323.1 
2 Dairy Products ss 60.2 50.7 55.5 55.2 14 Steel & Iron 121.8 96.2 113.2 114.0 
. 5 Department Stores 71.9 53.9 61.4 61.8 3 Sugar 54.7 44.8 49.1 49.5 
6 Drugs & Toilet Articles- 184.4 147.4 150.2 151.4 2 Sulphur 281.9 206.6 256.8 263.3 
2 Finance C i 268.3 199.4 241.0 237.1 5 Textiles 170.4 118(9 148.7 149.8 
7 Food Brands 177.6 152.8 158.7 163.0 3 Tires & Rubber 33.6 27.5 33.1 33.6 
2 Feod Stores 67.5 59.7 63.5 61.7 6 Tobacco 71.7 62.4 67.8 67.9 
3 Furniture 88.3 70.9 79.1 80.6 2 Variety Stores _.._________ 327.8 286.9 309.9 310.2 
3 Gold Mining 772.7 590.1 590.1 618.5 17 Unclassified (1947 Cl—100) 109.8 90.0 99.9 101.3 
= Now LOW since: c—1945; d—1944; e—1943; f—1942. 
T 
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Trend of Commodities 












Commodity prices continued their irregular advance during 
the past fortnight, under leadership of corn and cotton. Hides, 
however, moved down against the trend. Though the total of 

grains harvested this year will be around 8% larger than last 

| season, the Government will adopt every possible expedient 
to protect farmers from the natural economic consequences of 
| overproduction. Food costs to the consumer will gradually work 
lower up to next spring when the full effect of cheaper feed 
should be reflected in prices for meats. From the farmer's van- 
tage point, grain prices have probably seen their lows until 
next season at least. It has been decided that supplies will 
not be quite large enough to call for revival of Seduiek contrals 
| on cotton production next year. The E.C.A. thinks that Europe 
will take as much of our wheat, and more corn, this crop-year 
than last—if Congress provides the funds. Thanksgiving turkeys, 


















raised on costly feed from last year's crops, will be dearer next 
month; but pork prices have already begun to slip a bit and 
butter, at retail as well as wholesale, is selling at sizeable con- 
cessions from the year’s peak. Wool and hide prices have also 
staged sizeable declines, in consequence more of slackened 
demand than increased supplies. Canada is giving our Agri- 
cultural Department “spud” jitters. She has a sizeable surplus 
of potatoes which are being unloaded profitably on this side 
of the border at substantial concessions from our government- 
supported prices. Growers here complain that we are in effect 
holding an umbrella over our Canadian competitors while freez- 
ing the market for our own product. The Government is now 
negotiating with Canada to see what can be done about it. 
As usual, one control breeds a litter of new controls. 



















ALL COMMODITIES 


USLB 1926=100 


1925 1930 1935 1940 





Date 2Wk. | Mo. 3Mo. 6Mo. Yr. Dec.6 
Oct.11 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ___. 306.0 305.9 315.3 328.1 321.8 335.4 156.9 
11 Imported Commodities___ 277.4 278.9 280.8 290.5 272.6 300.9 157.5 
17D tic C dities 326.1 325.6 339.8 355.0 358.3 359.7 156.6 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. 1 Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Oct.11 Ago Ago Ago Ago Ago 1941 


7 Domestic Agriculture _. 327.0 327.4 345.1 384.0 377.9 392.4 163.9 
358.9 354.6 378.6 420.9 401.5 422.3 169.2 
275.1 276.9 278.1 275.3 271.5 279.2 148.2 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939-—63.0 Dec. 6, 1941—85.0 

1948 1947 1945 1943 1941 1939 1938 1937 
162.2 164.0 95.8 92.9 85.7 783 65.8 93.8 
149.2 1264 93.6 89.3 743 61.6 57.5 64.7 
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Average 1924-26 equals 100 
1948 1947 1945 1943 1941 1939 1938 1937 


96.57 84.60 64.67 54.95 82.44 
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Our Rising Private Debt 





(Continued from page 67) 
large part of the risk has been 
transferred from private lenders 
to the Government. However a 
slump in business and employ- 
ment might cause many thou- 
sands of defaults, forcing the 
Government — as on previous 
occasions — to take over a great 
many mortgages. Such a threat is 
intensified by high carrying 
charges which in many instances 
greatly narrow the margin be- 
tween ability to carry on, and 
default. ; 

Less danger is seen in farm 
mortgage debt, now around $5 
billion and showing only a nomi- 
nal increase since 1945. Back in 
1939, the total was $6.6 billion 
but war-time prosperity made 
possible a sizeable reduction in 
outstanding net debt, despite a 
good deal of property acquisitions 
by farmers. The net increase last 
year was only $104 million; in 
1946 it was a mere $96 million. 

Farmers have not only been 
buying land, but they used their 
high war-time incomes to acquire 
a good deal of machinery, motor 
vehicles, various equipment and 
consumer durable goods of every 
description, apart from extensive 
home improvements. Hence farm 
debt other than mortgage debt 
has risen to nearly $5 billion 
compared with $2.5 billion in 
1945; in 1947 it stood at $3.6 
billion. The risk factor in this 
type of debt is considered small 


in view of the farmers’ strong. 


cash position and the prospect of 
continued high farm income. The 
same cannot be said of the gen- 
eral consumer debt. Both the 
urban mortgage debt and the con- 
sumer debt can be explained 
largely in terms of the return of 
housing and major consumer dur- 
able goods to the market after 
prolonged wartime curtailment of 
production. 

By way of contrast, other short 
term debts contracted by indi- 
viduals and unincorporated busi- 
ness, of a commercial and finan- 


cial nature, have been declining, 


the only segment in the debt 
structure to show a drop. Such 
debt in 1945 amounted to about 
$15 billion; by the end of last 
year it had dropped to around 
$10 billion. In 1947, increased 
borrowing from insurance com- 
panies and banks were fully off- 
set by reductions in bank loans 
for purchasing or carrying securi- 
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STATEMENT OF CONDITION 
SEPTEMBER 30, 1948 


RESOURCES 


Cash and Due from Banks . 
U. S. Government Obligations . 





State and Municipal Securities . 
Other Securities 


Loans, Discounts and Bankers’ 
Acceptances . 


Accrued Interest Receivable 
Mortgages 

Customers’ Acceptance Liability 
Stock of Federal Reserve Bank 
Banking Houses 

Other Assets . . 2 6 © «© @ « 


LIABILITIES 
Repose. «© «# 6 & & « 
Dividend Payable November 1, 1948. 
Reserve for Taxes, Interest, etc. 
Other Liabilities 


Acceptances 
Outstanding . 





- $ 30,128,612.09 


Less Amount 
in Portfolio 6,375,806.59 

Reserve for Contingencies. . Sr 

Capital Funds: 

- $111,000,000.00 


154,000,000.00 


Capital Stock. 
Surplus. . . . 


Undivided 


Profits . . 60,676,023.85 





$1,334,054,549.07 
1,545,408,567.44 
55,520,137.41 
126,084,840.74 


1,449,812,200.87 
9,251,872.81 
22,611,638.59 
18,983,052.89 
7,950,000.00 
30,360,703.00 
2,958,853.82 
$4,602,996,416.64 











$4,206,943,483.13 
2,960,000.00 
10,007,311.59 
12,542,409.80 


23,752,805.50 
21,114,382.77 


__325,676,025.85 


$4,602,996,416.64 











United States Government and other securities carried at 
$311,684,220.00 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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ties and by brokers’ loans to cus- 
tomers. 

In considering the debt of 
individuals and unincorporated 
business, attention must likewise 
be given to the size of their liquid 
assets. Last year these were esti- 
mated at $172 billion so that the 
debt item represented only 42% 
of the total, and a similar rela- 
tionship can be assumed for this 
year despite a mild declining 
trend in individual liquid assets 
which during the first quarter 
dropped $400 million according to 
official estimates. In 1946 and 
1945, the ratio was 38% and 36% 
respectively; back in 1939, debt 
constituted 99% of individual 
liquid assets. In other words, 
debt in the aggregate appears 
more than amply covered, not 
only by incomes but by liquid as- 
sets as well. However, the aggre- 
gate showing may be far from 
typical in a good many cases 
where the prospects of quick 
strain, should incomes begin to 
fall, may be far more serious 
than the overall picture indicates. 


Basic Facts 


In reviewing the entire private 
debt picture, some cardinal facts 
stand out. While total private 
debt increased 32% since 1945, 
liquid assets rose 41% and na- 
tional income 36%. On this over- 
all evidence, the debt as it stands 
now appears neither excessive 
nor particularly threatening from 
the standpoint of liquidity, cer- 
tainly not as long as general eco- 
nomic activity continues at a sub- 
stantial level. With corporate 
profits and personal incomes high, 
the private debt can be readily 
carried without becoming burden- 
some. It is smaller in relation to 
national income than in most any 
peace-time year; in fact the ratio 
between the two is close to a his- 
toric low. And what with low in- 
terest rates, the cost of carrying 
the debt is still smaller in pro- 
portion to income. 

Thus the danger element at 
present is mainly restricted to the 
inflationary implications of a fur- 
ther uptrend in the debt; it would 
add more purchasing power to the 
already swollen spending stream 
and reinforce inflationary pres- 
sure unless there is a far greater 
easing of the tight situation be- 
tween demand and supplies than 
currently in sight. 

The situation would of course 
change in the event of a marked 
business slump or _ substantial 
price deflation which were bound 


94 


to affect particularly the corpo- 
rate short term debt and the ex- 
panded mortgage debt based on 
frequently unrealistic real estate 
values. A severe squeeze could en- 
sue leading to a shrinkage in the 
money supply, with added reces- 
sionary impacts on the economy 
— unless counteracted by official 
measures or by further expansion 
of the public debt. But this is 
hardly a: nearby prospect. 





Securities Disturbing 
Investors 





(Continued from page 83) 


luggage, vending machines and 
other products as well. Then, this 
concern has in late years greatly 
diversified its output, producing 
large quantities of electric fork 
trucks, for example. Dial scales, 
electric appliances, door closers 
and pumps are among other items 
that now help to stabilize and ex- 
pand the company’s over-all vol- 
ume. 

Confidence in the outlook for 
consistent dividends by this sound 
old company is engendered by un- 
interrupted distributions since 
1899. In other words, the latest 
dividend was the 258th consecu- 
tively paid. Since the lower earn- 
ings rate during the first half of 
the current year covered the con- 
servative 25 cents dividend dis- 
tributed quarterly more than 
twice over, at least this amount 
should be paid during the inter- 
mediate term, and a year-end ex- 
tra would not be surprising. The 
stock enjoys a semi-investment 
rating and at current price should 
provide a yield of 5.9% or more 
on basis of 1947 dividend pay- 
ments. Under normal market con- 
ditions this should be reflected by 
eventual price appreciation. In 
any event, holders of these shares 
which were bought at higher 
prices might do well to average up 
during market breaks, or at least 
refrain from selling out in our 
opinion. 

American Airlines shares, now 
quoted around 7, have stirred up 
anxiety because this price equals 
the low for the past two years. 
During the 1938-45 period, 
though, they sold more than once 
as low as 234. Due to spectacu- 
lar long term growth potentials 
of the air transport industry, the 
shares of this largest domestic air 
transport system and sizable par- 
ticipant in overseas air traffic 
have occasionally shown strength, 
reaching a level close to 20 in 





1946, though establishing a top of 
only 10 in the current year. Dur- 
ing past several years, the com- 
pany like most of its competitors 
has experienced heavy operating 
losses, but in midsummer of 1948 
succeeded in getting back into the 
profit column on a modest scale. 
In part, this was due to seasonal 
influences, but major economies 
plus higher fares and freight 
rates, not to mention a rise in the 
passenger traffic load, were also 
accountable. Air freight business 
in May was 152% above that of 
the same month a year ago and 
49% higher than last January. 

Despite these encouraging fac- 
tors, American Airlines reported 
a deficit equal to 89 cents a share 
for the first half of 1948, com- 
pared with 69 cents in the red for 
full 1947. How seriously rising 
costs cut into operating profits is 
shown by a rise of about $7 mil- 
lion in salaries and wages last 
year though personnel was re- 
duced by 15% ; and gasoline costs 
rose by 49%. On the other hand 
the importance of the industry 
from the standpoint of national 
defense has brought increasing 
liberality by the Government as 
to rates and airmail handling, 
while delivery of efficient new 
planes should improve gross rev- 
enues. 

In the long run this strong and 
ably managed carrier is likely to 
win out in the race between costs 
and revenues, but time will be re- 
quired to produce the desired re- 
sults. Prospects of dividends on 
the common are remote, due to 


. large capital needs, even if fair 


earnings should be achieved even- 
tually. The shares accordingly are 
highly speculative. At current 
price, they may have long term 
speculative attraction, but other- 
wise there is little to recommend 
them. 





Answers to Inquiries 





(Continued from page 86) 


ended June 30, 1948, totalled 
$2,800,564, after provision for 
Federal and Canadian taxes. This 
equals $4.39 per share on the 
637,975 shares of capital stock 
outstanding as of the above date, 
the end of the first full 12 months 
period since the company adopted 
a new fiscal accounting year. Net 
sales for the year totalled $41,- 
983,566. 

The year just ended was an ex- 
cellent one for the corporation as 
substantial progress was made in 
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ties and by brokers’ loans to cus- 
tomers. 

In considering the debt of 
individuals and unincorporated 
business, attention must likewise 
be given to the size of their liquid 
assets. Last year these were esti- 
mated at $172 billion so that the 
debt item represented only 42% 
of the total, and a similar rela- 
tionship can be assumed for this 
year despite a mild declining 
trend in individual liquid assets 
which during the first quarter 
dropped $400 million according to 
official estimates. In 1946 and 
1945, the ratio was 38% and 36% 
respectively; back in 1939, debt 
constituted 99% of individual 
liquid assets. In other words, 
debt in the aggregate appears 
more than amply covered, not 
only by incomes but by liquid as- 
sets as well. However, the aggre- 
gate showing may be far from 
typical in a good many cases 
where the prospects of quick 
strain, should incomes begin to 
fall, may be far more serious 
than the overall picture indicates. 


Basic Facts 


In reviewing the entire private 
debt picture, some cardinal facts 
stand out. While total private 
debt increased 32% since 1945, 
liquid assets rose 41% and na- 
tional income 36%. On this over- 
all evidence, the debt as it stands 
now appears neither excessive 
nor particularly threatening from 
the standpoint of liquidity, cer- 
tainly not as long as general eco- 
nomic activity continues at a sub- 
stantial level. With corporate 
profits and personal incomes high, 
the private debt can be readily 
carried without becoming burden- 
some. It is smaller in relation to 
national income than in most any 
peace-time year; in fact the ratio 
between the two is close to a his- 
toric low. And what with low in- 
terest rates, the cost of carrying 
the debt is still smaller in pro- 
portion to income. 

Thus the danger element at 
present is mainly restricted to the 
inflationary implications of a fur- 
ther uptrend in the debt; it would 
add more purchasing power to the 
already swollen spending stream 
and reinforce inflationary pres- 
sure unless there is a far greater 
easing of the tight situation be- 
tween demand and supplies than 
currently in sight. 

The situation would of course 
change in the event of a marked 
business slump or _ substantial 
price deflation which were bound 
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to affect particularly the corpo- 
rate short term debt and the ex- 
panded mortgage debt based on 
frequently unrealistic real estate 
values. A severe squeeze could en- 
sue leading to a shrinkage in the 
money supply, with added reces- 
sionary impacts on the economy 
— unless counteracted by official 
measures or by further expansion 
of the public debt. But this is 
hardly a: nearby prospect. 
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luggage, vending machines and 
other products as well. Then, this 
concern has in late years greatly 
diversified its output, producing 
large quantities of electric fork 
trucks, for example. Dial scales, 
electric appliances, door closers 
and pumps are among other items 
that now help to stabilize and ex- 
pand the company’s over-all vol- 
ume. 

Confidence in the outlook for 
consistent dividends by this sound 
old company is engendered by un- 
interrupted distributions since 
1899. In other words, the latest 
dividend was the 258th consecu- 
tively paid. Since the lower earn- 
ings rate during the first half of 
the current year covered the con- 
servative 25 cents dividend dis- 
tributed quarterly more than 
twice over, at least this amount 
should be paid during the inter- 
mediate term, and a year-end ex- 
tra would not be surprising. The 
stock enjoys a semi-investment 
rating and at current price should 
provide a yield of 5.9% or more 
on basis of 1947 dividend pay- 
ments. Under normal market con- 
ditions this should be reflected by 
eventual price appreciation. In 
any event, holders of these shares 
which were bought at higher 
prices might do well to average up 
during market breaks, or at least 
refrain from selling out in our 
opinion. 

American Airlines shares, now 
quoted around 7, have stirred up 
anxiety because this price equals 
the low for the past two years. 
During the 1938-45 period, 
though, they sold more than once 
as low as 234. Due to spectacu- 
lar long term growth potentials 
of the air transport industry, the 
shares of this largest domestic air 
transport system and sizable par- 
ticipant in overseas air traffic 
have occasionally shown strength, 
reaching a level close to 20 in 
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1946, though establishing a top of 
only 10 in the current year. Dur- 
ing past several years, the com- 
pany like most of its competitors 
has experienced heavy operating 
losses, but in midsummer of 1948 
succeeded in getting back into the 
profit column on a modest scale. 
In part, this was due to seasonal 
influences, but major economies 
plus higher fares and freight 
rates, not to mention a rise in the 
passenger traffic load, were also 
accountable. Air freight business 
in May was 152% above that of 
the same month a year ago and 
49% higher than last January. 

Despite these encouraging fac- 
tors, American Airlines reported 
a deficit equal to 89 cents a share 
for the first half of 1948, com- 
pared with 69 cents in the red for 
full 1947. How seriously rising 
costs cut into operating profits is 
shown by a rise of about $7 mil- 
lion in salaries and wages last 
year though personnel was re- 
duced by 15% ; and gasoline costs 
rose by 49%. On the other hand 
the importance of the industry 
from the standpoint of national 
defense has brought increasing 
liberality by the Government as 
to rates and airmail handling, 
while delivery of efficient new 
planes should improve gross rev- 
enues. 

In the long run this strong and 
ably managed carrier is likely to 
win out in the race between costs 
and revenues, but time will be re- 
quired to produce the desired re- 
sults. Prospects of dividends on 
the common are remote, due to 


. large capital needs, even if fair 


earnings should be achieved even- 
tually. The shares accordingly are 
highly speculative. At current 
price, they may have long term 
speculative attraction, but other- 
wise there is little to recommend 
them. 
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ended June 30, 1948, totalled 
$2,800,564, after provision for 
Federal and Canadian taxes. This 
equals $4.39 per share on the 
637,975 shares of capital stock 
outstanding as of the above date, 
the end of the first full 12 months 
period since the company adopted 
a new fiscal accounting year. Net 
sales for the year totalled $41,- 
983,566. 

The year just ended was an ex- 
cellent one for the corporation as 
substantial progress was made in 


OF WALL STREET 








titors 
‘ating 
1948 
to the 
scale, 
sonal 
mies 
eight 
n the 
- also 
iness 
at of 
) and 
ry. 

' fac- 
orted 
share 
com- 
d for 
ising 
its is 
mil- 
last 


2osts 
1and 
istry 
onal 
sing 
t as 
ling, 
new 
rev- 


and 
y to 
osts 
» re- 
| re- 


fair 
yen- 
are 
rent 
2rm 
1er- 
end 


led 
for 
his 
the 
ock 
ite, 
ths 
ted 
Vet 
i1,- 
































REG. TRADE MARK 





{ weAVING mis ) 

FINISHING PLANTS 
RESEARCH 

MERCHANDISING 


An integrated ~ an osmaumne & LeXtile company 














SELLING AGENTS 


COMMERCIAL 
FACTORING 


RETAIL CLOTHING 
q STORES 











reports 


for the fiscal year ended June 30, 1948 


REG. TRADE MARK 








HIGHLIGHTS 


OF THE YEAR’S OPERATIONS 


NEW RECORDS for production, sales and earnings were 
established during a year of significant progress. 
Consolidated net income amounted to $22,042,248 
compared with $21,132,358 in the preceding year. 
In addition, the corporation’s share of undistributed 
earnings in companies not consolidated amounted 
to $521,343. 


EARNINGS PER COMMON SHARE increased to $5.64 
compared with $5.36 the year before. Since the end 
of the fiscal year the number of outstanding common 
shares has been increased to 4,280,255 by payment 
of a 10% stock dividend. With the retirement of pre- 
ferred stock during the year, a simplified capital 
structure now consists solely of common stock. Net 
working capital totaled $42,015,349 an increase of 
$5,548,930 for the year. 


NET SALES of $256,085,413, including inter-company 
sales, were achieved during the year, compared with 
$230,194,945 for the preceding year. 


68 RETAIL CLOTHING STORES are now in operation. 
This compares with 43 store units in operation a year 
ago. Following the purchase of substantial minority 
interest in Case Clothes, Inc., this company has been 
entirely absorbed and all stores are now conducted 


under the name of Robert Hall Clothes, Inc. The rapid 
expansion of the retail clothing chain is expected to 
have an important effect on the company’s future 
results. 


FOREIGN OPERATIONS were marked by the comple- 
tion of new plants in Venezuela and Uruguay which 
are expected to contribute earnings within the period 
ending December 31, 1948. Canadian and Argen- 
tine subsidiaries enjoyed good business. Textiles are 
in heavy demand in all of these countries and, with 
the exception of Venezuela, imports are greatly cur- 
tailed on account of foreign exchange restrictions. 
The company’s export of merchandise increased 
slightly over the previous year but because of a 
shortage of American dollars in many countries a 
decline of activity in this field is anticipated. 


IMPORTANT IMPROVEMENTS and additions to the com- 
pany’s manufacturing facilities were made during the 
year. While the major portion of this program has 
been accomplished, further modernization will be 
carried out during the next year. The realization of 
these plans should insure, for both stockholders and 
employees, an added measure of stability and 
protection. 


FIVE YEARS AT A GLANCE 








YEARS ENDED JUNE 30 
1948 1947 1946 1945 1944 
Total Net Sales (Including Intercompany i — et ain 
Sales) $256,085,413 $230,194,945 $160,402,043 $126,362,417 $125,587,446 
Net Profits 22,042,248 21,132,358 9,098,705 5,334,049 4,984,098 
Number of C Shares Outstandi #3,890,315 ***3,898,125 1,281,025 **1,264,772 *632,388 


Total Dividends Paid on Common Stock $ 6,228,952 $ 5,850,977 $ 2,800,138 $ 1,770,230 $ 1,178,916 


42,015,349 
67,871,678 


Working Capital 
Common Stock and Surplus 


#10% Stock Dividend, July 30, 1948 ***Stock split 3 for 1 August 14, 1946 


36,466,419 
52,746,135 


33,152,645 30,919,282 26,430,708 
37,237,783 31,150,192 27,995,640 


**Stock split 2 for 1 March 7,1945 *10% Stock Dividend, May 6, 1944 
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coordinating activities and in- 
creasing efticiency. While in pre- 
war years Noma’s business con- 
sisted solely of the manufacture 
and sale of Christmas tree light 
strings and decorations, today 
Noma manufactures a wide va- 
riety of products. This largely ac- 
counts for the increase in annual 
sales from approximately $1,600,- 
000 a decade ago to well over 
$40,000,000 today and has re- 
sulted in a better balance and sta- 
bility of corporate earning power. 
Dividends including extras have 
totalled $1.10 per share thus far 
this year. 

Important new products added 
in recent years include: electric 
and gas ranges, stoves, heating 
units, radio and transmission 
power cable, wire, automotive ac- 
cessories; home freezers, home 
frozen food cabinets, air-condi- 
tioning units, etc. 


Argus, Incorporated 


“Please advise on Argus, Inc., listed 
on the New York Curb Exchange as to 
earnings and dividends.” 

W. H., Denver, Colorado 


Sales of $8, 995, 406 resulted in 
a net profit for Argus, Inc., after 
Federal taxes, of $281,679 for the 
12 months ended July 31, 1948. 
Earnings after Federal taxes and 
employee profit-sharing, preferred 
stock dividends, amounted to 67 
cents per share of common stock. 
This compares with 99 cents per 
share in the preceding year. Sales 
during the period reported on 
were up to a million and a half 
dollars over the previous year’s 
total. This increase was at- 
tributed to production of two new 
cameras and a new photographic 
projecture manufactured by the 
company. 

Argus, which has paid quarter- 
ly dividends of 714 cents a share 
during the year, has recently an- 
nounced a 714 cent dividend pay- 
able November 3, 1948 to stock- 
holders of record October 25, 
1948. 

Tooling is now underway for a 
low-cost reflex camera, the model 
75, which was market tested in 
August. Company plans aggres- 
sive promotion of present cam- 
eras and new products in the 
high priced and low priced fields. 





Profit and Income 





(Continued from page 85) 


ing much better than average 
support for some time include 
American Viscose, Bendix Avia- 
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tion, Dow Chemical, Eaton Manu- 
facturing, Federated Department 
Stores, Goodrich, Goodyear, Ken- 
necott Copper, Sears, Roebuck 
and U. S. Steel. 


Sold Out? 


Movie, air line and liquor stocks 
were spectacular and popular 
groups in the last phase of the 
1942-1946 bull market, subse- 
quently becoming about equally 
spectacular in their downward 
plunge and, hence, very unpopu- 
lar. Of these, only the liquors 
show a sufficiently extended peri- 
od of support on the charts to 
suggest that they may have seen 
their worst—or, at any rate, that 
the long period of worse-than- 
average market action is over. 
Schenley, for example, has not 
made a new low for the better 
part of 18 months. 


Mathieson 


Mathieson Alkali—now Mathie- 
son Chemical Corporation—used 
to be one of the few chemicals 
that could not qualify in a selec- 
tion of growth stocks. The com- 
pany was somewhat on the stodgy 
side, less research-minded than 
many in the industry, limiting it- 
self to a relatively few basic 
chemicals which generally met 
tough competition. But this situ- 
ation has been in transformation 
for some time. Demand for the 
older products has been strong 
enough not only to yield good 
profits but to force considerable 
plant expansion; and the com- 
pany has stepped up research and 
diversification. Last year earn- 
ings, at $3.34 a share, bettered 
those of 1929 for the first time. 
Results so far indicate a little 
over $5 a share in profit for 1948. 
Around 39, the stock appears rea- 
sonably priced, yielding about 
4.2% on probable $1.6214 divi- 
dend for this year. 





New Outlook for the Rails 





(Continued from page 76) 


usual manner, the total of such 
issues in the first nine months of 
this year reaching $319,207,000. 

More or less obscured since 
such expenditures are made a 
part of operating expenses under 
accounting methods permitted by 
law, the industry also is setting 
aside huge sums for maintenance 
and upkeep of road and equip- 
ment. This, in effect, has served 


in the past to lower net earnings 
which by curtailment of such 
charges could easily have been 
lifted to more impressive totals 
than the reported figures. 
Summing up, it would seem 
that railroad stocks remain in an 
attractive buying range, if normal 
factors such as earnings, finances, 
debt position and dividend return 
were permitted to operate. Unfor- 
tunately “outside” factors still 
dominate the market as a whole 
and rail equities are just as sen- 
sitive to disquieting reports from 
Europe as others. But any change 
in general market sentiment, any 
upward move of stock prices, 
should find the rails among the 
leaders as they have frequently 
been during recent recovery spells. 





India as a Market for U.S.A. 





(Continued from page 73) 


instances. Our exports to India 
are now at the annual rate of 
$300 million and about balance 
our imports. 

India is an important source of 
many strategic materials, such as 
manganese and mica, and we have 
also been buying more _ jute, 
carpet wools, and tea. There is a 
good chance that our exports will 
continue around the _ present 
levels, and that they may even in- 
crease. Under a recent sterling 
agreement, Great Britain released 
to India from the old sterling 
area dollar pool some $100 mil- 


-lion in hard currencies for the 


12-month period ending next Aug- 
ust. Pakistan is to get $20 mil- 
lion. A substantial part of hard 
currencies released to India last 
year has remained unspent. 
How big a market for U. S. 
goods does India _ conceivably 
offer? Some official Indian esti- 
mates say India needs some $600 
million worth of American cap- 
ital goods during the next five 
years. This might include around 
$100 million each of machine tools 
and ships; some $40 million worth 
of steel mill equipment; some $50 
million worth of automotive 
equipment; and varying amounts 
of textile machinery and chem- 
ical plant equipment. 
Undoubtedly, in spite of exist- 
ing difficulties, U. S. business is 
preparing to bid for a larger 
share of Indian trade. A number 
of sizeable orders have already 
materialized, including rail equip- 
ment, equipment for a fertilizer 
plant, and other capital goods. No 
less important is India’s call of 
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TO EVERYONE, THIS GULF SIGN 
STANDS FOR TWO GUARANTEES! 


© This Gulf emblem on any product stands 
for two guarantees of excellence. One visible, 


one invisible. 


The visible guarantee is evidenced by the 
plant and properties that make Gulf one of the 


TO A PUBLISHER, THIS SIGN 


STANDS FOR COPYRIGHT 





largest producers and refiners of crude oil. 


The invisible guarantee is the determination 


of Gulf to make the best petroleum products 


Gulf Oil Corporation 


that skill, science, loyal employees and alert 
management can jointly achieve. 


Gulf Refining Company 





American industrial “Know How” 
which is being used extensively 
in the process of Indian indus- 
trialization. 

In conclusion, one may say that 
neither independence nor parti- 
tion have been a cure-all. Eco- 
nomically, the whole Indian sub- 
continent has been set back, and 
this fact, together with the cloud- 
ed political outlook, has greatly 
added to inflationary pressures. 
There are indications that both 
the Hindus and the Moslems are 
beginning to appreciate the prob- 
lems faced by the British in the 
past, and the advantages of re- 
tention of British Commonwealth 
ties. On the other hand, those 
people who forecast prior to 
August 15, 1947, that India would 
become another China have thus 
far been wrong. It seems that the 
two hundred years of British in- 
fluence have left their imprint. 





Today’s Inventory Trends 
from Investors Viewpoint 





(Continued from page 81) 


numerous clearance sales have 
little unwanted stock on hand. 
Greater availability of durable 
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General Offices, Pittsburgh, Pa. 


goods this year and wide choice 
of soft goods, along with rising 
consumer incomes have failed to 
cause an abnormal expansion in 
inventories, though not so in 
every case. In relation to sales, 
inventories of large department 
store chains such as Allied Stores, 
May Department Stores, and As- 
sociated Dry Goods represent a 
percentage ranging from 10% to 
around 15%, indicating an aver- 
age turnover of perhaps once a 
month. 


Of the three merchandisers 
cited, May Department Stores en- 
joys a strong status as to cash as- 
sets and receivables in relation to 
inventories, for of total current 
assets only 33% are goods on 
hand, compared with 40% for 
Associated Dry Goods and 45% 
for Allied Stores. J. C. Penney, 
usually considered one of the 
smartest distributors of staple 
dry goods, evidently sees no near 
end of the present boom or any 
serious break in prices, for its 
$201 million inventories account 
for 89% of current assets and 
22% of sales. With $67 million of 
cash on hand at the beginning of 
1948, this concern was well forti- 
fied against the unforeseen, and 


was willing to adopt aggressive 
policies during the current year. 


Shoe Industry 


Lower prices for shoes in 1948 
have stimulated caution in this 
field as to inventory carries. Our 
table shows that Endicott oJhn- 
son has established $18 million 
reserves against inventory losses, 
equal to about 42% of inventory 
book values. This provides an 
ample cushion for year-end mark- 
downs if necessary. As inventor- 
ies of this concern represented 
69% of current assets and turn- 
over seems to be about 314 times 
annually, inventory problems on 
the road ahead could warrant the 
liberal reserves set up, especially 
if prices soften further. 

American Hide & Leather, tra- 
ditionally exposed to volatile hide 
prices, had set up $1.5 million re- 
serves as of June 30, 1947. De- 
spite a 25% gain in volume in 
the following fiscal year, rising 
costs sharply reduced earnings, 
and inventories climbed to $5.2 
million compared with $3.5 mil- 
lion a year earlier. To carry the 
larger amount, the company bor- 
rowed $800,000 from banks and 
used $450,000 of its inventory re- 
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‘lend me your ears’’ says science 


It’s no accident that you hear 
so clearly when you pick up 
your telephone. Bell Labora- 
tories engineers are constantly 
at work to make listening easy 
for you. 

When these engineers design 
a method to bring speech still 
more clearly to your ears, the 
new Circuit is given many scien- 
tific tests. Then it gets a final 
check from a ‘Sounding Board” 
like the one pictured above. 


This check shows just how 
the system will work in actual 


BELL TELEPHONE SYSTEM 


use. The men and women repre- 
sent you and many millions of 
other telephone listeners. Their 
trained ears check syllables, 
words and sentences as they 
come over the telephones. While 
they listen, they write down their 
ratings. 


The Board members give ap- 
proval only when they are sure 
that the voice they hear is nat- 
ural in tone, clear in quality and 
easily understood. Not until they 
are certain the circuit will suit 
your ear is it put into use. 


(B) 
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BELL TELEPHONE LABORATORIES A great research organization, working to 


Ble tal, h 
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bring you the best p 





service at the lowest possible cost 





serves to purchase additional 
leather. Because inventories now 
comprise 71% of current assets, 
working capital is none too liquid 
and if hide prices should recede 
significantly, quite a problem 
might arise. In view of this situ- 
ation, the company decided to de- 
fer dividends on its common stock 
last summer. 

According to leaders in the food 
industry, proper policing of in- 
ventories is causing a good deal 
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of concern in this field. They 
point out that many jobbers and 
wholesalers fail to realize what 
trouble a downtrend in prices 
could cause. In scanning the in- 
ventory posiiton of the large 
dairy concerns and food process- 
ors, considerable variations are 
to be noted. Both Bordens and 
National Dairy Products carry 
inventories representing 8% of 
sales volume, but Beatrice Foods 
shows a relative percentage of 
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only 2%. On the same basis, Gen- 
eral Foods appears with 25%, 
Standard Brands with 24% and 
Best Foods 11%. Still greater 
variations occur in comparing 
percentages of current assets ac- 
counted for by inventories, with 
Beatrice Foods showing only 24% 
while Standard Brands and Gen- 
eral Foods represent the other 
extreme with 67% and 68% re- 
spectively. 

The big meat packers have al- 
loted a substantial portion of lush 
earnings in recent years to estab- 
lish inventory reserves. Armour, 0 
Cudahy and Wilson at latest re- fF p 
ports had accumulated reserves a 
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just about equal to 10% of their 
inventory values, though Swift & f 
Co. set up only 4.2%. The latter Cc 


concern however restricted its in- t] 
ventories to 49% of current as- r 
sets and its turnover is fastest of v 
the group. le 

Processors of vegetable oils, il 


such as Archer-Daniels-Midland s 
and Wesson Oil, are vulnerable to t 
volatile prices for their basic ma- n 
terials, and this applies to soap 
manufacturers as well, like Col- 
gate-Palmolive-Peet and Proctor 
& Gamble. Awareness of possible 
inventory losses, however, has in- 
fluenced most of the concerns to 
establish sizable reserves from 
earnings. Inspection of our table 
will reveal that in relation to cur- 
rent assets and sales, the position 
of their inventories varies widely, 
and it is here that any sharp re- 
cession in prices might bring sub- 
stantial distortions. 





Genuine Growth Companies 
for Long Term Capital Gains 





(Continued from page 78) 


is the virtual completion of the 
company’s expansion program 
that will substantially enlarge its 
output. Among other things, a 
new plywood plant in California 
could lift revenues by at least $8 
million annually, and the com- 
pany has acquired large timber 
holdings to integrate its opera- 
tions. Thus far in 1948, U. S. 
Plywood has distributed $1.50 in 
dividends with the final quarter 
yet to come, compared with total 
payments of 80 cents per share in 
1947. This adds appeal to the 
shares recently quoted at 29, for a 
yield of close to 6% seems indi- 
cated; and now that the expan- 
sion program has been fully | 
financed, distribution of a larger | 
share of earnings might be war- 
ranted in the future. 
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' maturity. During the 
' cited, net assets rose from about 
+ $18 million to $44.8 million. Last 





Celanese Corporation of Amer- 
ica, a pioneer in the development 
of synthetic yarns and fabrics, 
has established an enviable 
growth record during the last 
quarter century. In the 1937-1947 
period alone, dynamic progress 
was shown by a rise in sales from 


| $34 million to $181 million, and 


there is no indication that the 
company’s growth has reached 
interval 


April the stockholders were in- 
formed that planned expenditures 
of $40 million should complete the 
postwar expansion program, and 
at that time the company had not 
drawn upon a standby credit of 
$25 million. This experienced 
concern evidently feels confident 
that an increasing demand for 
rayon yarns, fabrics and plastics 
will comfortably absorb its en- 
larged capacity indefinitely, and 
in the not too distant future 
stockholders should benefit from 
the large scale plant improve- 
ments. 


Latest Earnings—Dividends 


From our table it will be seen 
that net earnings of Celanese in 
the first half year were $3.49 per 
share, compared with $3.83 for 
full 1947. The shares have no 
fixed dividend rate, but 60 cents 
has been distributed during the 
last two quarters against 40 cents 
previously. Even so, the wide cov- 
erage of earnings reflects con- 
servative dividend policies that 
are likely to be liberalized when 
capital needs become less. If the 
60 cents per share dividends are 
continued, as seems probable, a 
recent price of 33 for the shares 
would provide a yield of 7.3%, 
very attractive as a base for po- 
tential improvement in due course. 
The price range for Celanese 
shares for 1948 has been high— 
3914, low—22, attesting to con- 
siderable volatility, so that tim- 
ing of purchases should be an im- 
portant consideration. For long 
range purposes, however, the 
shares at present levels seem rea- 
sonably priced. 

The vast expansion in world 
demand for petroleum products 
for years past, attaining new 
peaks continually in the postwar 
period, has imparted spectacular 
growth characteristics to well 
situated concerns in this industry. 
Under current conditions, a long 
continued period of prosperity 
appears assured for these units. 
Among many that could be cited, 
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70 tons of better health 


It’s a spectacular sight — 70 tons of 


| white-hot stainless steel gushing out 


of a giant electric furnace. But there 


| is much more to it than you see. 





The health of your family and the 
nation is safeguarded in hundreds of 
ways by ARMCo Stainless Steel. You 
can start with the handling of milk in 
the farm dairy, go through giant food- 
processing plants, into the big labora- 
tories that make the new lifesaving 
drugs, and finally back to your own 
home. In every case bright, smooth 
stainless steel protects health because 
it is so easy to keep clean and sanitary. 

This rustless metal is bringing last- 
ing beauty and greater usefulness to 
scores of products. ARMCO Stainless 
is being used to lend new sparkle to 


ARMCO STEEL CORPORATION 


The familiar ARMCO Triangle identifies special-purpose steels that help 
manufacturers make more attractive, more useful, longer-lasting products. 





| Phillips Petroleum Company en- 


joys particularly good funda- 
mentals. Fully integrated from 
producing and refining of crude 
oil to marketing of gasoline, na- 
tural gas and related items, 
Phillips Petroleum is aggressive- 
ly forging ahead on a worldwide 
scale. At the end of 1947, the 
company held oil and gas leases 
on more than 4.4 million acres in 
the United States and Canada, 
and its subsidiaries are active in 
several Latin-American countries 
as well as in the Middle East. Its 
refineries have a rated capacity 


sinks and work surfaces for the home 
kitchen, for cooking utensils, table- 
ware, and range and refrigerator parts. 
Every day alert manufacturers turn to 
this corrosion-resisting steel to im- 
prove their products and make them 
more salable. 


Armco makes more than 60 grades 
of stainless steel. With stainless, as 
with the other special-purpose ARMCO 
Steels, the familiar triangle on a prod- 
uct assures the buyer that the manu- 
facturer has chosen a steel developed 
especially to give him long service at 
low cost. That’s why so many look for 
this ARMCO trademark when they buy. 
Armco Steel Corporation, 488 Curtis 
Street, Middletown, Ohio. Export: 
The Armco International Corporation. 


Cs) 
RMP 
V/ 


for 132,000 barrels of crude oil 
daily and Phillips is the largest 
producer of natural gasoline, util- 
izing nearly 30 plants for the 
purpose. . 

How consistently Phillips 
Petroleum has grown is_ well 
shown by our table, with gross 
revenue trending sharply upward 
from $51 million in 1929 to $298 
million in 1947. Record high 
prices for crude and other petro- 
leum prices in the current year 
are seemingly meeting with neg- 
ligible consumer resistance, so 
that sales have soared and net 
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STATEMENT OF THE OWNERSHIP, 

MANAGEMENT, CIRCULATION, ETC., 

REQUIRED BY THE ACT OF CON. 

GRESS OF AUGUST 24, 1912, AS 

AMENDED BY THE ACTS OF MARCH 
3, 1933, AND JULY 2, 1946 


Of THe Macazine oF WALL STREET published 
— at New York, N. Y., for October 1, 
1948. 


State of New York } ss 
County of New York ‘ 


Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
C. G. Wyckoff, who, having been duly sworn ac- 
cording to law, deposes and says that she is the 
Publisher of THz MacazinE OF WALL STREET 
and that the following is, to the best of her 
knowledge and belief, a true statement of the 
ownership, management (and if a daily, weekly, 
semiweekly or triweekly newspaper, the circula- 
tion), etc., of the aforesaid publication for the 
date shown in the above caption, required by the 
act of August 24, 1912, as amended by the acts 
of March 3, 1933, and July 2, 1946 Contin 537, 
Postal Laws and Regul ations), printed on the 
reverse of this form, to wit: 

1. That the mames and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: 

Publisher—C. G. Wyckoff, 90 Broad Street, 
New York 4, N. Y. 

ee G. Wyckoff, 90 Broad Street, New 
York 4, N. 


-<-teBosti aera A. Krauss, 90 Broad Street, 
New York 4, N, Y. 

Business manager—None. 

2. That the owner is: (If owned by a corpora- 
tion, its name and address must be stated and also 
inpemaesy thereunder the names and addresses 
of stockholders owning or holding one percent or 
more of total amount of stock. If not owned by a 
corporation, the names and addresses of the indi- 
vidual owners must be given, If owned by a firm, 
company, or other unincorporated concern, its name 
and address as well as those of each individual 
member, must be given.) 

Ticker Publishing Co., Inc., 90 Broad Street, 
New York 4, N. Y. 

C. G. Wyckofi, Inc. (stockholder), 7 West 10th 
St., Wilmington, Del., the stockholder of which 
is C. G. Wyckoff, 90 Broad St., New York 4, 
ie a 

3. That the known bondholders, mortgagees, and 
other security holders owning or holding 1 percent 
or more of total amount of bonds, mortgages, or 
other securities are: (If there are none, so state.) 

Cecelia G. Wyckoff, bondholder, 90 Broad Street, 
New York 4, N. Y. 


C. G. Wyckoff, Inc. (bondholder), 7 West 10th 
St., Wilmington; Del., the stockh saoe of which 


is - 6. Ga Vyckoff, 90 Broad St., New York 4, 
oe 

4. That the two paragraphs next above, giving 
the names of the owners, stockholders, and security 
holders, if any, contain not only the list of stock- 
holders and security holders as they appear upon 
the books of the company but also, in cases where 
the Fa yr egy! or security holder appears upon the 

ks of the company as trustee or in any other 
fiduciary relation, the name of the person or corpo- 
ration for whom such trustee is acting, is given; 
also that the said two paragraphs contain state- 
ments embracing affiant’s full knowledge and belief 
as to the circumstances and conditions under which 
stockholders and security holders who do not appear 
upon the books of the company as trustees, hold 
stock and securities in a capacity other than that of 
a bona fide owner; and this affiant has no reason to 
believe that any other person, association, or corpo- 
ration has any interest direct or indirect in the 
said stock, bonds, or other securities than as so 
stated by him. 

5. That the average nugber of copies of each 
issue of this publication sold or distributed, through 
the mails or otherwise, to paid subscribers during 
the twelve months preceding the date shown above 
is... (This information is required from daily, 
weekly, semiweekly, and triweekly newspapers 
only.) 

(signed) C, G. WYCKOFF, 
Publisher. 


Sworn to and subscribed before me this 29th day 
of September, 1945 
seem RAOUL SCHWARTZ, 
Notary Public 
N. Y. County Clerk’s No. 171 
[Seal] 
(My commission expires March 30, 1949.) 








earnings pushed to peak heights. 


First half year net income per 
share of $6.03 indicates that full 
year net may exceed $12, or some 
85% above 1947. As the company 
plans to spend $120 million for 
new drilling and construction in 
the fiscal year to end March 31, 
1949, dividends are being held to 
relatively modest proportions 
though they will total at least $3 
per share in 1948 compared with 
$2.50 last year. Speculative activ- 
ity in Phillips shares in the cur- 
rent year has been rife, with a 
range of high—7714, low—545,. 
Recent price of 64 represents 
about a midway mark. Based on 
the current rate of earnings and 
dividends this would indicate a 
price-earnings ratio of about 5.3 
and a yield of 4.7%. It is, how- 
ever, far too much to expect that 
net earnings permanently will 
equal the current record level, 
though for several years to come 
they should remain very high. 
Over an extended period ahead, 
Phillips Petroleum should benefit 
in a large way from increased 
capacity and hold a substantial 
amount of its dynamic gains. In 
this event, holders of the com- 
pany’s shares should find their 
investment satisfactory in coming 
years, especially if skill is em- 
ployed in appraising the proper 
time for acquisition. 


From Small Start 


Some sixty years ago produc- 
tion of a hand pump formed a 
start for what has now become a 
sizable corporation doing an 
annual business of around $100 
millions, Food Machinery & 
Chemical Corporation. Aid to 
agriculturists and food proces- 
sors, embracing a long list of 
machinery to speedup the opera- 
tions of vegetable and fruit can- 
ners, to farmers and fire fighters, 
has accounted largely for the long 
term growth of this sound con- 
cern. In increasing fashion, how- 
ever, manufacture of chemicals 
to destroy weeds and insects has 
entered the picture, and as a re- 
sult of a merger with long estab- 
lished Westvaco Chemical Corpo- 
ration, production of industrial 
chemicals promises to become a 
major element in over-all output. 
With a complete line of pumping 
equipment, automotive service 
mechanized items, small tractors 
and corn harvesters, along with 
many other specialties too numer- 
ous to mention, the company has 
achieved a remarkable degree of 
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diversification in markets that 
promise well continued expansion. 


Both Food Machinery Corpora- 
tion (until recently the company’s 
name). and Westvaco Chemical 
reported record peacetime sales 
last year by their numerous stra- 
tegically located divisions. Vol- 
ume of the parent climbed from a 
level of about $5.5 million twenty 
years ago to $77 million in 1947, 
and that of Westvaco from $5.9 
million to $25 million during the 
same interval. The latter concern 
paid dividends regularly from 
1928, and except for 1933 and 
1934 the same was true of Food 
Machinery from 1929 at least. 


While backlog orders of Food 
Machinery have been steadily re- 
duced of late by large deliveries, 
the management welcomes a re- 
turn to normal conditions in view 
of the bright outlook for well 
sustained sales. The merger with 
Westvaco this year was effected 
through an exchange of stock 
that tended to expand the number 
of outstanding common of the 
parent concern, but the additional 
income acquired amply warranted 
the step. Since the merger, quar- 
terly dividends of 3714 cents per 
share have been paid, producing 
a current yield of close to 4.30% 
at recent price of 35 for the 
shares . Since quarterly net earn- 
ings averaged $1.42 per share in 
the first half of 1948, it is not un- 
likely that extras or a higher rate 
will soon raise the yield. Over the 
longer term, it seems to us that 
further vigorous growth may be 
gained by Food Machinery & 
Chemical Corporation and the 
shares deserve consideration by 
investors during favorable buying 
periods that may come. 


Virtually every important in- 
dustry purchases chemicals in 
some form from Monsanto Chem- 
ical Company, due to the strongly 
established reputation of this 
concern and its broadly diversi- 
fied output. The growth of Mon- 
santo for many years past re- 
flects able and aggressive man- 
agement, and the manner in 
which it has forged ahead sug- 
gests that its stature has far from 
reached maturity. The company’s 
production includes not only 
heavy chemicals but medical 
chemicals as well, not to mention 
insecticides, plasticizers, solvents 
and similar items. Aside from 
domestic operations, England, 
Australia, Brazil and Canada 
have importantly increased the 
company’s numerous activities. 
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Looking back 20 years, we find 
Monsanto with an annual volume 
of less than $20 million, rising to 
$33 million in 1937 and reaching 
a record peak of $143 million in 
1947 despite the destruction of 
its big plant in Texas City last 
year. Incidentally, the company 
has just recovered some $17 mil- 
lion insurance on this loss. In two 
decades, Monsanto has never ex- 
perienced an unprofitable year 
and its record for uninterrupted 
dividend payments extends back 
to 1925. Monsanto’s growth po- 
tentials should benefit from large 
scale expansion in postwar, $35 
million having been spent on this 
program during 1947 alone, not 
including steps to rebuild its 
Texas City plant. 

That investors generally scan 
the outlook with above average 
optimism is shown by a recent 
price of 52 for Monsanto shares, 
indicating a price-earnings ratio 
of 14.4 and a rather modest yield 
of 3.9%. At times during 1947 
and 1948 the price has topped 60. 
All of this attests to the strong 
appeal carried by the shares in 
looking ahead, fairly well war- 
ranted by the company’s clearly 
marked fundamentals. 

This brief sampling of the con- 
cerns listed on our table may 
stimulate our readers to study 
similar opportunities for long 
term capital gains afforded by 
our remaining selections. In every 
case, evidence of vigorous growth 
will be found, along with promise 
of further improvement. It is not 
our intention to recommend the 
purchase of any of these equities 
with the thought that they can be 
put away in the box and “frozen” 
for a long time to come. With a 
periodic check-up, however, we 
consider them good mediums for 
the special. purpose that deter- 
mined their selection. 





Short-Sightedness 
vs. Economic Security 





(Continued from page 62) 

in prices that enabled business to 
tap the huge latent market for its 
products. If anything, today’s 
market potentials are substantial- 
ly greater than ever, but they 
cannot be fully realized at to- 
day’s prices. Rather, as prices are 
allowed to rise further or to hold 
at excessively high levels, mar- 
kets will shrink progressively as 
they have already done in vari- 
ous lines. 

All this of course is not to mini- 
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mize the job that faces industry in 
its effort to cut costs. Take produc- 
tivity, for instance. Production 
per man-hour in factories of lead- 
ing industries is now less than 
10% above what it was in 1939, 
with wage rates more than double 
the 1939 level. According to a re- 
cent industry study, the wage cost 
per unit of product during the 
forepart of this year was 88% 
above what it was in 1939. This 
great increase is largely due to the 
fact that output per worker has 
not kept pace with the increase in 
his rate of pay. It means not neces- 


arily that workers have been 
shirking, but probably primarily 
that manufacturers have not been 
able to provide for improved ma- 
chinery and facilities which would 
have made possible a greater out- 
put per worker. Also, the lack-of 
productivity is due in part to 
shortage of critical materials 
which have unquestionably re- 
tarded output in many lines. 
Productivity latterly has been 
rising, reflecting the steps under- 
taken to improve it, but progress 
has been relatively slow. Accord- 
ing to industry estimates, output 
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MAKE A WILL 


Find out the proper way by  QNLY $1.00 


referring to the New book 
“HOW TO MAKE A WILL SIMPLIFIED” 
by Parnell Callahan. 96 pages—covers the law 
in 48 states. Mail $1.00 today and book will be 
sent postpaid. 

Also publishers of Law of Real Estate—$1.00. 

OCEANA PUBLICATIONS, Dept. 362 

New York 11, N.Y. 


461 West 18th Street - - 



































240 STOCKS 
with 25-year dividends 


a, for new Report on 
240 stocks that have paid 
dividends for 25 to 134 ee 
and a full month’s trial 
UNITED’S Weekly $ 
Investment Service 1 
I ae 

Send $1 for Trial Offer MW-39 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass. 


COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held October 14, 
1948, declared a quarterly 
dividend of $1.0614 per share 
on the $4.25 Cumulative Pre- 
ferred Stock of the company, 
payable November 15, 1948, 











A. SCHNEIDER, 
Vice-Pres. and Treas. 























NATIONAL CONTAINER CORPORATION 


On October 11, 1948, a regular quarterly divi- 
dend of 30c per share was declared on the 
Common Stock of the National Container Cor- 
poration, payable December 10, 1948 to all 
stockholders of record November 15, 1948. 


HARRY GINSBERG, Treasurer 


















per man-hour has recovered to just 
about the 1941 level; but greater 
progress is needed to achieve the 
cost-price balance required for 
prolonged high-level prosperity. 
Naturally, experience varies from 
industry to industry and the over- 
all picture is somewhat obscure. 
Yet with better equipment, mod- 
ern plants and improved manu- 
facturing and other methods, re- 
sults henceforth should be such 
that the 3% prewar rate of gain in 
productivity should again be 
achieved. However, it is up to busi- 
ness to work in this direction 
rather than rely on inflationary 
price trends to carry them along. 


Rise of Break-Even Points 


Just how much _ break-even 
points have risen is highlighted by 
a recent study showing that only 
388% of the companies covered 
could make both ends meet even 
with 60% of capacity operations. 
This contrasts with a total of 58% 
who could break even at this level 
in prewar years. Only 13% of the 
companies analyzed could break 
even at 40% of capacity. There 
are, however, numerous exceptions 
from these norms, either way. 
Thus a large metal-working shop 
reports its break-even point near 
80%, and a large foundry at 72% 
compared with 62% in 1938. 

The spur of competition and ris- 
ing break-even points have forced 
many over-expanded plants to 
shrink their sales objectives. Some 
entered the postwar period with 
their sights set too high ; other ex- 
panded their facilities either dur- 
ing or after the war and now find 
it difficult to utilize them fully. In 
fact, for the last two years, many 
have been unable to reach the sales 
goals on which they had based the 
expansion of their facilities and 
personnel. 

First it was the shortage of 
materials; later increased compe- 
tion cut down the size of markets, 
particularly for many marginal 
firms and producers who entered 
new fields. A good many of these 
now find it desirable to abandon 
or sell surplus plant facilities, fre- 
quently resulting in substantial 
cost reduction and earnings im- 
provement. Such steps, where cost- 
cutting by other means does not 
prove feasible, are sound if lasting 
improvement in costs, and in com- 
petitive position, is achieved. On 
the whole, however, this sort of 
“retreat” is chiefly for marginal 
units ; it has been extensively prac- 
tised particularly in the metal- 
working industry where failure to 


achieve postwar sales goals has 
been particularly common. 

Larger concerns usually prefer 
to stay in the competitive race and 
take steps to cure excessive break- 
even points, in some lines so dan- 
gerously low that a recession in 
volume of 10% to 20% may spell 
the difference between success and 
failure. Apart from cutting ex- 
penses wherever feasible and seek- 
ing improved labor efficiency, re- 
medial action may be sought by 
expansion of facilities for larger 
output of an existing product: as 
well as for the output of other 
products; or by attempts to realize 
additional income from by-prod- 
ucts or a new process. 

By and large, however, a cardi- 
nal point is that costs and prices 
must be thought of in terms of the 
long-range view. Management 
must think in terms of operations 
over a period of several years and 
not opportunistically or on a day- 
to-day basis, a practice which 
seems too often indulged in. 





How Close To A Turn? 





(Continued from page 59) 
Indeed, if it is correct, 1949 divi- 
dends would exceed those of this 
year at least in moderate degree. 

On the record, it appears that 
recession fears heretofore have 
been a more potent depressant of 
stock prices than war fears. For 
example, during the past two 
years or so the industrial average 
has thrice fallen to the 163-165 
area on doubts about business. 
War fears became a significant 
factor only in recent months with 
the blockade of Berlin; and the 
lowest level reached by the indus- 
trial average in this period to 
date has been approximately 176, 
in September. 

Given a growing conviction 
that we face nothing worse than 
the cold war — to which the out- 
come of the maneuverings before 
the United Nations at Paris may 
or may not contribute something 
of substance — an extension of 
the market’s recovery could be in 
the making. So far as we can see 
now, only a resurgence of uneasi- 
ness about Russian relations 
would prevent stocks from meet- 
ing good support on normal tech- 
nical sell-offs. 

We look for a continued trad- 
ing-range market. Its limits are 
not necessarily the previous 1948 
range of 165-193. For the medium 
term they could be somewhat 
above that on bottoms and tops, 


THE MAGAZINE OF WALL STREET 











has 


y 


SSULASTIUIUUGATOOHAUEGUOLAUOOAANGANUOREUSOUSOOUOGOUEOUNOOUGOUEOQGNQEENUOOOUEOOOOOUNOGUROQOUGUOUCOOUOOOGUOONOONOGONNNEOGONONOOOOUEOQONGQUEOOOQOQUOQHOQQN00UG0Q000U00000800000rrrsOUSCUING0000000000000000000900000080H800NREOOGOEENONUOUOOUOOOOOOOEOOOOOUN LS 


refer 

» and 

ae C F S 

dan- APITALIZE ON FORECAST SERVICE 

n in 

spell - 

and —To Know What Action To Take In Year-End Markets 

' eX- 

eek- —To Invest for 1949 Income and Profit Potentials 

> Te- 

t by 

rger ACILLATING 1948 markets have provided an acid test point major upturn advising 75% investment in specific 

t: as for proper timing and sound selection . . . for pro- recommendations on April 6th. Then, sensing the mar- 

ther fitable investment. Alert to the changing economic and ket’s vulnerability to the tense foreign situation, we 

alize business scene... through expert analyses and projec- advised consistent profit-taking on strength in May and 

rod- tions of the forces at work . . . through skilled inter- June with complete liquidity on July 20th .. . avoiding 
} pretations of our technical barometers... The Forecast the major portion of the 27-point setback to Septem- 

irdi- again has served its subscribers profitably. ber 27th. 

rices 

the 1033 Points Profit .. . Only 23/, Points Loss —— readi y appreciate how profitable this expert 

nent ie : r market timing has been to our subscribers not only 

ions Through Our Definite Supervised Advices when applied to our definite recommendations but in 

and To date this year, over 100 points profit have been connection with action taken on independent holdings. 

day- made available through our recommendations of intrin- 

hich sically undervalued securities for income and apprecia- Profit From Our New Recommendations 


tion .. . of low-priced situations for large percentage 
gains. We have definitely advised what and when to 
buy and when to sell with all commitments kept under 
our continuous supervision in specialized programs 
suited to the capital and objectives of our subscribers 


Now Being Selected... 


With the market working into the best buying position 
in months . . . based on our continuous analyses and 
projections of the fundamental and technical outlook 


~ THVDULULLUUADAGUGALEOEHREDUGEHRDOOEOOROOUROOUREDORSLORELUTETHOLOGDSIL000 HU OG04LOROTODOQGEORLOTISLLOAEHGHUADISLULDIOEOEHOLEOUOQSURUNTILOLIORIGHUDIITIEHLHEHEFDHOGIALSOUON HOESOPONSOOEOOEDENDODLOUANELDNOOONLOUNOOUOEUONLOOUOUOEOUOUDOGUOCNNUHUOU00OUOHEEDUEDODIOUEOO TTS 














= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
E 
Ee 
Ee 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 


a } as follows: , . we are now preparing to recommend to our sub- 
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this and income . .. in anticipation of the upturn: 

Tee, PROGRAM ONE ... Stressing Security of Principal 

that and Assured Income... With Appreciation .. . 3134 | PROGRAM ONE... 5 high calibre issues with strong 

lave Points Profit ... 144 Point Loss. financial and competitive positions—ample earnings and 

t of liberal dividend policies—with good market record. 

For PROGRAM TWO ... Dynamic Securities for Capital ; 

two Building with Higher Dividend Potentials . . . 4714 PROGRAM TWO.. .5 special situations for apprecia- 

rage Points Profit ... 174g Points Loss. tion in seasoned companies with good market sponsor- 

165 ship—where earnings support current yield and rising 

to PROGRAM THREE .. . Low-Priced ioe her gaa for dividend trends. 

i t Large Percentage Gains . ... 244% Point Profit .. . % 

ith Point Loss. PROGRAM THREE . . . 5 growth companies—small 

ee and large—strategically placed; realistically adjusted 

faa, The Forecast Gauged Every Important split-up shares of top grade companies. 
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DIVIDEND 
4% IN STOCK 


A stock dividend of 4% has 
been declared, payable on 
October 28 to stockholders 
of record October 18, 1948. 


L. Gordon Hale, Sec. 


THE DUPLAN CORPORATION 
512 SEVENTH AVENUE, N. Y. 








barring war or another - acute 
dose of foreign-affairs jitters. The 
only technical marker-points that 
need presently be kept in mind 
are 176-193. Neither is likely to 
be broken any time soon. If 
either is eventually broken, prob- 
ably many people will again be 
wrong in assuming that a trend 
of major significance has been 
“signalled.” 

Pending somewhat clearer in- 
dications of the outlook abroad, 
and in view of the possibility of 
normal technical sell-offs in the 
wake of the latest recovery, our 
policy for the time being remains 
unchanged. 

—Monday, October 18. 





As | See It! 





(Continued from page 57) 
under leadership that will not be 
swerved from its goal, either by 
special interests here or abroad— 
a leadership that will persistently 
work for ultimate peace and free- 


dom among all nations and 
against the Russian threat which 
today is the scourge of mankind. 

No other course, no appease- 
ment, no retreat is possible. We 
must act to win, for we stand in- 
deed at the most fateful point in 
our history. 





A TREASURY OF 
RUSSIAN SPIRITUALITY 
By G. P. Fedotov 

That Russian spirituality has its own 
special character hardly needs stating; 
nor need the modern reader be told of 
its depth and richness. But this is the 
first time that a really serious survey of 
it has been made for the English-speak- 
ing world. The compiler has chosen 
masterpieces from the eleventh century 
to the twentieth. That the reader may 
not be tormented by a multitude of snip- 
pets, he has given either the whole work 
or excerpts varying from forty to ninety 
pages. 
Sheed & Ward $6.50 


104 


—— 


yyy 





BOOK R 


= 


K REVIEWS 





Sa <A 


REPORT ON THE GREEKS 


Here is a firsthand, eyewitness ac- 
count of what has been happening in 
Greece, by a team of investigators sent 
by the Twentieth Century Fund in the 
spring of 1947 to go behind official pro- 
nouncements to the people themselves. 
The team included in their travels a 
venturesome visit to guerrilla encamp- 
ments in the mountains, and have 
brought back an exciting, factual report 
on conditions inside one of the powder 
kegs of Europe. 

Every American interested in the most 
extensive experiment ever undertaken in 
foreign relief will wish to examine this 
close-up of living conditions in a key 
country for the light it sheds upon the 
basic problems of our larger program. 
Twentieth Century Fund $2.50 


LENIN 
By David Shub 
“T have read David Shub’s Lenin with 
absorbing interest. I do not hestitate to 
say that it is by far the best 4nd the 
most fully documented biography of 
Lenin as yet available in any language. 
Mr. Shub has succeeded in giving a con- 
vincing and vivid pieture of both Lenin 
the man and Lenin the revolutionary as 
well as the historical background.” 
Doubleday 


TWO-WAY STREET — 
THE EMERGENCE OF THE 
PUBLIC RELATIONS COUNSEL 
By Dr. Eric F. Goldman 

This short authoritative study reveals, 
for the first time, the hitherto unpub- 
lished facts on the meteoric progress of 
a profession impinging on the life of 
every American. Here is a systematic 
account of the evolution of the public 
relations counsel, from the “public be 
fooled” era through the “public be in- 
formed” era and the “public be under- 
stood” era. The author ascribes to 
Edward L. Bernays the origin of this 
present-day era and the naming and 
professionalizing of the field. 
Bellman 


THE AGE OF 
THE GREAT DEPRESSION 
By Dixon Wecter 

...the story of America’s sudden de- 
scent from riches to rags and of its slow 
climb out. It tells what happened to you, 
your friends and neighbors, your fellow 
citizens in cities and on farms, during 
the dark years of bank failures, bank- 
ruptcies, unemployment, and destitution. 
It tells how the Great Depression 
brought about a whole new design of 


$5.00 


$1.25 
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living, how it inspired new political, so- 
cial, and economic philosophies. And it 
shows how the United States gradually 
got back on its feet, by trial and error 
methods and unprecedented government- 
al efforts. 
Macmillan 


PARRIS MITCHELL 
OF KINGS ROW 
By Henry & Katherine Bellamin 


$5.00 


Like its famous predecessor, Kings 
Row, this is the story of a town as well 
as a man. Dr. Parris Mitchell has come 
home to find Kings Row uneasy, a giant 
stirring in its sleep. World War I is 
causing hot arguments, and Parris’ own 
newfangled psychiatry is a suspicious 
business. 

How, helped by some, hindered by 
others, Parris wins through to happiness 
and fulfillment, is the principal theme 
of this story. 

Kings Row, too, while not prepared 
for the shattering impact of the twen- 
tieth century, survived and went for- 
ward. Parris Mitchell has grown up in 
this dramatic sequel, and so has Kings 
Row, the real protagonist of this novel. 
Simon & Schuster $3.00 


THE REGULATIONS 
OF THE SECURITY MARKETS 
By Willard E. Atkins, 
George W. Edwards, Harold G. Moulton 
This study seeks to clarify the basic 
issues involved in the regulation of the 
security markets. It analyzes the forces 
and conditions responsible for federal 
regulations, summarizes in nontechnical 
form the major purposes and provisions 
of the eight laws pertaining to the secur- 
ity business which have been passed 
since 1938, and then concentrates on the 
practical issues arising out of the ad- 
ministration of these laws. 
The Brookings Institute 


YOUR CREATIVE POWER 
By Alex Osborn 


Each of us has two thinking minds — 
a so-called judicial mind, and a creative 
mind. This book sets forth about 100 
ways to make our creative mind do more 
for us. 

The style is eminently readable, the 
ideas understandable. The substance is 
psychologically sound. One authority has 
adjudged it the most ‘“‘valuable” work on 
creative thinking he has ever read. 

This is a book for men and women in 
every walk of life. It is full of practical 
help and positive inspiration for every 
active individual. 
Charles Scribner's Sons 
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of a Company 


MANUFACTURING 


What ALGO means to 


CORPORATION 


the American People 


veo ts more than the name of a 
A company. 

It isa new conception cf touching the 
lives of the American people with many 
useful, skillfully engineered products— 
for the American home, the farm and 
for industry. 

Avco’s balanced, rounded develop- 
ment is best described as Planned Di- 
versification. Other great Companies 
may specialize in a single field. Avco’s 
program is broader. 

The Crosley Division of Avco is one 
of the few leaders in Television with a 
basic position in both the manufacture 
of receivers and in broadcasting cover- 
ing the past 25 years. 

Avco serves the American family 
with Crosley Shelvador* Refrigerators 
and Spencer Heating Units. 


It makes the life of the American 
housewife simpler through the steel 
kitchen cabinets and sinks of American 
Central and the ranges and laundry 
equipment cf Crosley. It serves the 
American farmer with New Idea spread- 
ers, mowers and other implements. 

Diversification as a business policy 
makes for stability and resistance to the 
downpull cf the eccncemic cycle. In 
Avco, this is a deliberate, continuous 


policy. 


ANUFACTURING 
CORPORATION 


420 LEXINGTON AVENUE 
NEW YORK 17 


Operating Divisions 
CROSLEY DIVISION 
Television and Radio Receivers, 
Refrigerators and Appliances 
Cincinnati, Ohio; Richmond, Indiana 
AMERICAN CENTRAL DIVISION 
Steel Kitchen Cabinets and Sinks 
Connersville, Indiana 
NEW IDEA DIVISION 
Farm Equipment 
Coldwater and Circleville, Ohio; 
Sandwich, Ilinois 
LYCOMING DIVISION 
lircraft and Industrial Engine 
Williamsport, Pennsylvania 
SPENCER HEATER DIVISION 
Heating Boilers and Casting 


Williamsport, Pennsylvania 


Consolidated Subsidiaries 
CROSLEY BROADCASTING CORP. 
Stations WLW and WLW-T 
Cincinnati, Ohio; WINS, New York 
THE NASHVILLE CORPORATION 
Buses, Ranges and Freeser. 
CROSLEY DISTRIBUTING CORP. 
1775 Broadway, New York 
Associated Companies 
A\CF-BRILL MOTORS COMPANY 
Transit Basses, Trackiess Trolley 
Philadelphia, Pennsylvania 
HALL-SCOTT DIVISION 
Bus, Truck and Marine Engine 
Berkeley, California 
NEW YORK SHIPBUILDING CORP. 
Vaval Vessels, Commercial Vessel 


Camden, New Jersey 


Airlines Investments 


AMERICAN AIRLINES, INC. 
PAN AMERICAN AIRWAYS CORP. 








